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Chapter I 
IIIgRODUCTIOII 


The emrironment in which in<5 us tries function today has 
changed considerably. In the nineteenth century the environ- 
ment was truly private capitalist and the size of* firms relati- 
vely small. The industries were able to raise finance largely 
from private sources or through placement of securities on 
capital markets. As the twentieth century started ^ the Indus tri 
[ expe rienced diCfipultiep in raising capital through the traditi- 
jonal charnels both for financing new ventures as well as for the 
expansion of older ones. The problem is popularly described 
as the Macmillan Gap. 


All over the world, there^was search for specialised 
institutions which could mobilise (^thej idle funds and make money 
available for investment in industry. This trend continued to 
gather force as the demand for funds from industry continued to 
rise at a fast rate. Thus, the traditional financing gave place 
to a large variety of industrial, financing agencies such as 
Development Banks, Industrial Banks, Industrial Finance Corporaj 

c 

tions, Development Corporations, Industrial Mortgage Banks, | 
Inves1»ent TMs trend vae naturaUy caught up hy tj 

developing oomtrlfis ti ding deliber a tely to forc e the pace for 
indiistriall»ati«# 
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during the nineteenth centuiT- with the establishment of Societe 

General de Felgiane in Belginm in the year 1822 , followed by the 

setting up of the Credit Kobilier of France in 18^2. Many eminen' 
o 

authorities ' on the subject have visualised the necessity for 
such financial institutions. Certain reports^ of United Nations 

l, 

Organisations and the recommendations of some otheb committees 
have also referred to the need for the establishment of such 
financial institutions, 

Eeginnlnp of Institutional ‘InancinF in India : ; 

Institutional financing in India started with the estabi 

shment of a few industrial banks"^, with the avowed object of 

6 

industrial financing , but for want of forceful initiative, imtij 


1 

Fasu, S.K, j Industrial Finance in India : Calcutta, 
University of Calcutta! 1939* P* 281. 

P 

Diamond, W.j Uevelo-gment Banks : Balimare, John Hopkins j 
Press, 1957s and Boskey S*: Problems and Practices of Develon - 
ment Banks : Baltlmare, John Hopkins Press , 1959* | 

•3 I 

- ^UsH. Retxart on Domestic Financing of Econcanic Develon *' 
ment s Hew York, Department of Economic Affairs , 1950. ; 

is 

U.U. Renort on Measures for Economic Development of 
Underdeveloued Goimtries t Department of Economic Affairs, 1951* ' 

U.H. Beuort on Mobilisation of Domestic Capital in Ceri 
Countries of the Asia and the ■"'ar East ; Bangkok, Department of 
Economic Affairs, SCAI^, 1951* 

U.H. Beiaort on Processes and Problems of Industriall y 
satloii lu Underdeveloped countries : Hmf Jorkf United Nations, 1< 

^ London, 1929- 

gowdlttsje and. Indie^ry s Lomon, 

A. 
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perseverance, knowledge, organising ability etc/, these ^ ins titti- 
tions failed to accomplish the hope ^dth which they halre been 
established. Even then it has atleast induced further thinlcing 
on institutional financing which in India was naturally booind to 
be Influenced by foreign experience, fome of the recommendations 
of various commissions, committees , conferences and eminent 
authors on the subject are worth mentioning: 

Indian Industrial Commission headed by fir T, H. Holland 
has found the banking system in Indi^ inelastic and In-suf ficient 
to meet the long term financial requirements of industrial develop- 
ment,' and has recommended the establishment of industrial banks 

7 

to ensure more elastic system of industrial finance . 

The Central Banking Inquiry Committee under the Chairman- 
ship of Sir F. K. Mitra has again recommended the formation of 
provincial corporations to supply required finance for development 
of industries^. 

The Indian Industrial Conference held at Bombay in the 
year 1915^^1^ argued i "As the systematic development of Industrie) 
ean/not beZcarried on without sound financial aid and proper 
guidance^ it is necessary to make efforts for the establishment 


' .tab IMMm .IMus.tilal, ...qTOlgiloja t 1916<*18 

^pert of ttt«. Inaitm Cmitral Biupklnti Eng^ilCT Coaglttee 
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of industrial ‘banlcs, similar to those found in foreifn countries^ 

As L.C. Jain observes ‘financing of industrial under- 

takings is a matter for special banking institutions, designed 

1 0 

and able to offer long term advances* . 

H,R. Coni ha,s been convinced of the inadequacy of resour- 
ces to finance Indian industries and has reconmended the establi- 
shment of Industrial Banks on the pattern of those in Germany 
1 1 

and Japan * P.£. loknathan thinks of the need for the establish-* 

ment of a financial institution for industries which could be of ; 

immense assistance to them in several ways, i.e* increasing the ; 

supply of capital, placing securities in the market, promoting * ' 

industrial units, procuring public confidence in industrial ventil 
1 ? 

res etc. According to Samant and Bulky the establishment of an: 
Industrial Banlc with Government control is an ideal financial ini 
mediary to collect funds from scattered resources and to supply ; 
them to the deserving industrial propositions'll S.K. Basu conclu«i 

i 

that future of development of industrial finance in India should; 
sought in the establishment of a special machinery for providingl 

%e-Dort of the Eleventh Indian Industrial Conference hel 

at Bombay ori the 2^th and 25& ^ecemb^^ 1915# -te.raoti I9I6, p, f 

as quoted by Mai tin, Institutional Financing in India ? 

Agra, Sahltya Bhawan, 1971* P* 59* 

“^^aln,. L.C. * IMlgenous... Banking in India i London, 

Mwaillla® and Ccwpw^, 1929, P* 

11. Soni, H.R. * Indian Industry and its Problems i Londc 
Longmans Green & Co., 1932, p. 20p. 

■Lokanathani P.S# i Industrial Organla^tlon 3>ii India s 
London, emerge ■ Allen # OirAk Ltd., 1*915, 261..' 
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the particular type of long term finance, of which Indi^ industry 
stands in urgent need . 

Thus in various oh servat ionp ^ suggestions and recoimnenda- 
tions the need for an institutional machinery for the supply of 
industrial finance in the country has been well empl^sised. 
Ultimately the Government of India, while announcing the Industrial 
Policy in April ; 194-5,' pointed out that the question of the esta'^f- 
ishment of an Industrial Investment Corporation or some similar 
institution was under active consideration. 

It was expected that the proposed system of Institutional 
financing would (i) mobilize domestic capital; <il) finance the 
productive channel of investment; (iii) accelerate the pace of 
industrialisation; (iv) provide technical and financial assistance 
to investors and industrialists; (v) help efficient conduct of 
industrial enterprises; (vi) inspire public confidence in industr-i 
ial issues; (vli) developjt he capit al market; (vili) act as an 
agency for obtaining foreign capital; (ix) encourage new eutwt?? i 
preneurs; and (x) supplement ,the existing sources of industrial 
finance • 

The post-war Indian economy posed a special challenge 
to industrial reconstruction and deveiopment as enormous fttnds 


K* i Industrial.. .Finance^.ln .. India , University 

of Gaicuttu 1939# i>* 3^*% ^ 

'^^altin. T» ?»; .agyi.tl-toti^al.,.,gii^n^lnK .India t 

S^tsra Bhawaa* 197% v* hS* . ■ 
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v/ere required for modernisation, expansion and pro|iotion of 
various industrial units. But despite an urgent need for solving 
acute problem of financing the industries, no concrete step could 
be taken in this directing during pre -Independence days. 


Institutional Flnancinr Durinp Post-Indenendence Pe'Viod : 


In the post-Independence period a large number of new 
financial institutions have been set up with a view to providing 
a long term financial assistance to industrial units. The nature 
of the financial assistance provided by these Institution^^has 
varied greatly as some of them provide term loans, arrange for 
direct subscription of shares in and debenttires of industrial 
units, provide underwriting of their issues and^^dertake guaran- 
tees for deferred payments; while some o thers^ help industrial 

units in their promotion and administration . Fome institutions 
have dealt with only larger units, while others have concentrated 
their financial activities to smaller units only. Some Institu- ; 
tions have functioned on all-India level while others have restrii 
cted their activities to their states. 


Most of these institutions have been incorporated as sti 
utory corporations on the basis of special statutes of the larllai 

Kent, Although an attempt was made to provide indtis trial finance I 

I 

a few industrial banks, yet the Industrial Finance Coypor 
tion of India can be regarded as first socialised' institution ft 
industrial fli^c® in this country, as all earlier attempt® were 
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A ^ 

of malting meditm and. long term finance readily available to 
specific industrial concerns. Later on, on October 20, 195^ the 
National Industrial Pevelopment Corporation Limited «ss incorpora- 
ted as a private limited company to encourage and assist those 
medim and large scale industrial units whose development was 
considered essential for the development of economy. Subsequently 
in February 1955; The National Small Industries Corporation Limit 
was set up as a wholly Government/ owned undertaking to encourage 
and assist small scale units by providing to them plant and machin 
ery on hire purchase system, by constructing industrial estates tq 
be let out to them, by securing orders for production on behalf 
of them and by running Proto type Produc tion -cum- T raining Centres 
at a few selected places in India. 

The Industrial Credit and Investment Corporation of Indi 
is also one such institution incorporated on I'arch 1, 1955* which 
provides financial assistance and technical aruJ administrative 
advice to industrial units in private sector. It also makes aval] 

I 

able long term foreign currency loans to industrial units. In 
April 1959 the Rehabilitation Industries Corporation Limited was | 
set up with a view to promoting and financing industrial under- ! 
takings to create emiHoyment opportunities for- displaced persons | 
• from East Pakistan. In order to provide fiimneial assistance to f\ 

.et up th. Finauc Corpox.- 

tion of India- la March ■ The Agricultural Refliiaae«_ , 
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Corporation of India was also established in July 1963 to provid? 
refinancing facilities of a meditan and long term nature for dere] 
mental schemes of agricultural sector of the economy. 

lo co-ordinate the activities of various financial instil 
tions the long fel t need for an apex institution wa% fulfilled 
in July^ 1964 with the establishment of the Industrial bevelopmeh 
Bank of India as a wholly owned subsidiary of the Eeserve Bank 
of India. It assists specialised financial institutions by refl 
ancing their loans and subscribing their securities. It also 
assists industrial concerns by granting to them and guaranteeing 
their loans and advances. It also undertakes research, surveys, 
techno-economic studies under its perviewi* In April 1968 the 
Agricultural Finance Corporation limited was set up with the obj 
of providing financial assistance to farmers for adopting new 

agricultural strategies. All these institutions have been prtvi 

! 

ing assistance to specific category of industrial units situated 
any where in the country* 

Besides there are eighteen State Financial CorjKjrationi 
established under the State Financial Corporations Act 1951 in 
17 States (including Tamil H^u where Madras Industrial Investna 
Corporation Ltd* was established in the year 1949 prior to ena<^ 

■'iient of the shove Act)' and in ®» «ion ieri^'tory as comter#. I 

' 

I 

parts of Industrial Finanee (5i'rp»ratiim of India* These oojrpoi| 
tions are expected to guarantee or grant loans and advMoeeSy 
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tuiderwrite issues, to work as agents of GoTcmnents and a few 
Central I'inancing Institutions for granting loans ara3- adirances 
etc. to comparatively smaller industrial units within its own 
territory. 

luring iiie last decade, two new types,? '4f financial insti 

j/ • 

tutions namely State Industrial Development Corporations and Std 

Small Industries Corporations have come into being. There are 

18 

eighteen State Industrial Development Corporations , as counter 
parts of the ' National Industrial Development Corporation of Indi 
each working in every state of the country with varied objective 
Similarly^ there are eighteen State Small Industries Corporations 
each working in sixteen States and two xmion territories as coui| 
parts of the National Small Industries Corporation of India. : 
The objectives of these corporations vary from state to state btf 
most of them are engaged in procurement of raw materials and pis 
[and machinery for small scale industrial units and also in the : 
/arrangement for sale of their products, i 



Thus, on the background of a large number of financial | 
institutions working at national as well as state levels in thei 
coimtryi the present ^tudy seeks to analyse the working of the j 
titter Pradesh Flnaneial Corporation .and its haMling of the lod 
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applications of various industrial units. This institiition \fas 
established in Uttar Pradesh with its head of"?ice at Kanpur on 
August 25 j 195^* Its main object ¥b.s to grant and guarantee loa 
and ad'^^'ances to industrial units, to underwrite their issues and 

to act as an agent of the Covemmcnt and the Industrial '"’inance 

* 

Corporation of India. Although the Corporation is perforr?ing al 
the above functions, ercept that of the underwriting, yet its 
main concern has been the granting of term loans. Hence, along 
I, with a general consideration of its working, a detailed analysis 
|of a sample of hundre d loan applications have been made to ascei 
stain the whole process of their handling by the Corporation, 


ijThe whole study has been divided into four parts s 
^ (i ) Term Loans j 

(ii) Uttar P^-adesh Financial Corporation; 

(iii) Analysis of the Loan Applications; and 

(iv) Summary of Kain Findings. 


The first part includes two chapters. In the first : 
feiapter Ihe rationale of the term loans has been discussed givi 
due place to the description of -the ’Real Bills Doctrine’ and ' 

i 

•Principle oF Productive Credits* of loans* The second ^hapte? 
has detailed the mechanism of the term loans, as the Uttar Pra^ 
Financial CorjKjratton la mainly a term lending institution 4 | 

Tim peoOBd part consists of five Chapters, namely In: 

Finaiaatal S^taoureea# Procedure for Saaictdii 
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the introduction, iiie aims and objects, of its establishment, it 
operational policies and various schemes run by it», have been 
discussed* The -.chapter on the management seeks to present the 

^7 

general as well as the sectional orranisation of the eorporatior 
finilarly the chapter on the financial resources seeks to elabo- 
rate contribution of each source to total resources of the corpc 

ration. The Chapter on the procedure considers how application? 

« 

received by the ckirporatlon are disposed of and how the amounts 
them are disbursed after their sanction? The last chapter of tl 
^art analyses how the,';,corporation operates on its own loan schex 
and on various loans schemes of tlB State Government under the 
agency agreement which is based on the data recorded in various 
annual reports of the Corporation, 

The third ^art consisting of six Chapters seeks to ; 
analyse a hmdred loan applications considered by the ^orporatii 
under its own loanc scheme* An attempt has been made to study 
the attitude of the Corporation towards the denominations of th 
loan applications, the constitutional set-up of the borrowing 
units, the purpose of the loans, the cost of the projects and. | 
various means of their financing, the sanction, the disbursemei 

and the collection of the principal as well as interest on the* 

• 

loan* f 

[ 

The fourth j^irt eoMlsts ■ of only one Chapter, where i 
all the Important condueic®* of 'ysric^ aspeets- of the analys: 
of loan sp^plicattosai have .been put tog®th#r,i 
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Data for the StiMy : 

41 

A sample of 100 applications, 58 sanctioned *aiid. h2 rejec 
has "been talcen into consideration, this niMber heiftg about 20^ o: 
the total ntimber of sanctioned and rejected applications upto 
1x016,1970 . Ibe data for these applications has been collected 
personally from the records in the head office at Fanpnr. It is 

also worth mentioning that we are not taking a predictive sample 

, 

and the intension is not to arrive at conclnsions which would be 
applicable generally. Ihe sample has been chosen largely on the 
basis of coinrenience and the results of our findings would merel 
he indicative of the trends and patterns. 

A questionaire to elucidate the following types of infoi 

f * 

mationg was prepared and. filled personally in respect of boHi 
sanctioned and rejected applications i- 


1 • Borrowing Dnits • 

2. Date and Place of Establishment. 

3. Hature and Cost of Project. 

4. Means of Financing. 

5. Amount Demanded for Various Purposes. 

6. Borrowing Power. 

7. Loans and Advances frcm Other Sources. , 


8. 

9<* 




Date and Amount of Sanction^^ ^ ^ 

Date of Hejeetlon. / 


10, Period of .'Sanitlon^ 
11*'^ 6#eii^%*Av»llisble,; 




io. ■Rjata of Itoterest* 
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13* Bisbiirsement* 

Repayment* 

15* Payment of Interest# 

The informations miffibering frcm one to seTen are meant fo3 

both the sanctioned as veil as rejected applications* but the infc 

mations numbering from ten to fifteen are exclnsively for the 

sanctioned applications, whereas that of serial ntmber 9 is excli 

20 

sively meant for ihe rejected ones . 








Chapter II 


RAIIOMIE OF TEBM lOAMS 


Econoiaic development is accompanied by a process of 

financial development in which different types of financial Intel 

mediaries one by one enter into the scene — of which commercial 

■1 

hanks are hnt one variety • Financial intermediaries — both 
bank and. non-bank -play a two -fold role as providers of liquid 
assets and as creators of loanable funds . In other words, their 
main function is to collect funds by accepting deposits or loans 
and to lend them to needy borrowers and. to earn interest on them 

At earlier stages the banks were the only financial : 
intermediaries. Miile making loans the banks were expected, to 
invest funds in such a way that the demands of the depositors 
could be met at any time. Since the beginning of lending busine 

and over a very long span of years, short-term inherently self- 

* o 

liquidating loans (STISL)*"^ occupied the dominant position. Short 
term usually meant a few months and self -liquidating aspect of : 
the loan indicated that it was for a purpose whidhi in the normal 
course of projected operation, would generate funds for its | 

-r::^ i 

repayment. : 


, - ^Gurley and Shaw « * P* 

as quoted by Ghosh» A. t financial. Intermedi aries .aM M.o|ietary 


Fflvate p. ¥0. 



The main featiires of such loans are as follows «- 

1* On the one hand, inherently self-liquidating aspect 
of loan envisages that the "borrower’s need for hanks’ funds is 
essentially temporary and^ on the other hand^ it suggests that the 
timings of the need are determined by the predictable patterns oi 
l^e business operations, 

2, The specific needs for which such loans are requeste<i 
for help the hanks to make a meaningftjl evaluation of the risks 
involved* 

3. Such lending also reduces the inherent risk exposure 
of the hanks as the risk is hound to increase with the extension 
of the time horizon. 

4^, On the basis of STISL loans the hanks reduce their 
likelihood of becoming frozen in the very financial structure of 
borrowing units* In case the hank supplies a long-term loan it : 
suffers from iiie immobility of funds. If the hank thinks it 
necessary to insist on repayment, the borrower may have to make 
a major dislocation in tiae operational pattern* IFnder such 
oirciMStances the hank in its self-interest may he forced to 
continufi with the loan* i 

• ' 5* STISL loans give a hi^ degree of theoretical liquid 

I 

dif^, which is consistent lAth and appropriate to ihe hank’s j 

<^,ep®sit source of fwadSf provided tlmt it does not reloa® tlie ' 

Undo fro®' loan 'reps^pi^l# ' ' ■ 



6. During the periods of heavy demands for loans such 
lending enables the bank to serve 1316 intermittant needs of many 
more customers than votild be possible if the loans were to 
continuing borrowers, 

f 

STISL loans are either to support the seasonal /inventry 
build-up, which later on alongwith heavier sales gives rise to 
accounts receivable, which, when collected, pemits the repaymen 
of the loan or to serve the manufacturer's need to finance diffe 
ent stages of production. Such loans are mainly based on the 
following two principles *- 

1, Real Bills Doctrine. 

2m Principle of Productive c^^redit. 

/ ; 
Ihe real bills doctrine propbunded by Adam Smith is the , 

earliest version of a lending theory tiMer which the bank used t 

discount a real bill of exchange drawn by a real creditor upon 

a real debtor which, -when became due, was really paid by that j 

debtor^# 

earliest of was p«nralent in «an, 

countides of the world under Britis|i jirown upto twenties of the 

present century as the dominant form of bank credit. Commercial 

[ 

f 

•banks preferred those assets which the central bank preferred I 

I 

and the central bank in order to protect itself against lots aii| 



to discourage bad banking preferred sound banking assetiS. Bills 

of exchange were considered sound banking assets and ideal self' 

k • 

liquidating papers -vd-th their origin in the actual commercial 

transaction. This doctrine of bank lending suffered with follow- 
ing drawbacks* 

1, Banks on the basis of discounting of real bills were 
meeting only the temporary needs of the working capital of the 
borrower. 

2, Credit extended on this basis gave a i*ise to the prl< 
level exactly in the same manner as the coined money, 

3, It failed to put a restraint on the excessive use of 
credit by business units, 

■ ' 

k, jR 1 ^ 0 u:^us adherence to such doctrine mi^t aceentuat 
fluctuation in the bank loans which are likely to expand in 
prosperity and contract in depression. 

It also does not limit the amount of bank notes issp 
because coranodities may be sold a number of times and each sale 
giving rise to a real billyidLll produce several bills outstandit 
for only one Itwa of goods, | 

6, It is difficult to distinguish satisfactorily betwe<l 
* 3peal and fictitious bills as there is no sharp line of demaifcatj 
betwew real and aoecmiodati<m bills* 


* Oxford , The. Glearendon 
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7, ’This doctrine lays great emphasis on the ^liquidity 
which in turn is determined on the basis of shiftability* It 
may be true for a single bank but not for tide banking system as 
a whole. 

Loans and advances on the basis of the principle of the 
pro&notive "'^redlt was adToeated by the Federal Eese^-e System of 
United States of -America. In this case loans were provided for 
the purpose of financing successive stages in the production and 
distribution. This theory implies that every person, who produces 
satisfactory evidence to the effect that he is going to sell 
goods worth Rs» lOO/* within a reasonable time, is entitled to 
borrow Ks. 100/- fvm. the bank* 

This doctrine is naturally favoured by the business world 
and judging frcmi the tests of elasticity and responsiveness to 
the needs of trade, this principle enjoys immense theoretical 
superiority over the real bills doctrine. Moreover, if credit is 
restricted to the productive uses, there will be little danger of 
its being excessive in volume. But real danger in following this 
principl® lies in the fact that in certain circwstances it may 
not lead to the extractic® of forced savings from the public. It 
may also fail to channells© the thrift motive of the pthlic to 
effective iMus trial savings. 

Due to t3mir incieasing prosperity the baaak deposits of 
the Aieericans used to tmmdji wihhanged for a ccusMi^ehle periid 
ef started tanking of miking pvmtMimm 
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7. TM.S doctrine lays great emphasis on the _ liquidity 
which in turn is dete mined on the basis of shiftability. It 
may be true for a single bank but not for the banking system as 
a whole. 

Loans and adTances on the basis of the principle of the 
^oductive ^Iredit was advocated by the Federal Reserve System of 
United States of toerica. In this case loans were provided for 
the purpose of financing successive stages in the production and. 
distribution. This theory implies that every person, who pi^uces 
satisfactory evidence to the effect that he is going to sell 
goods worth Rs. 100/» within a reasonable time, is enti-Q-ed to 
borrow ffe, 100/* from the bank. 

This doctrine Is naturally favoured by the business world 
and jr^ging from the tests of elasticity and res^nsiveness to 
the needs of trade, iMs principle envoys immense theoretical 
superiority over the real bills doctrine. Moreover, if cmdit is 
restricted to the pmductive uses, there will be little danger of 
its being excessive in voltMe. But mal danger in following this 
princi^e lies in the fact that in certain clBSuastances it may 
not lead to the extraction of forced savings from ihe public. It 
may also fail to ehaansCLise the thrift motive of the public to 
effective industrial savings. 

Due to their incipeasing prosperity the baiic de|®sit» of 
the l»erifiiian« used-'t^' us^teiged for a eonslderable pNeriW 

'Bmm theiir'-ll^yiss started tMxMng of'-ai^king previsions 


It was almost an imlmowi term in thie tanking lo^ theories 
enunciated before ;''193Q of the present centary,, The Great Depaess- 
ion of 1929 bj*onght stioh circtpstances reduced the earnings 

of the baidcs* Tanks were also having excess reserves for being 
profitably employed in the eoon<w* Hence they were induced to 
cshange their lending policies which centred rotund the ♦short-tci» 
inherently self-liqtddating loans* thus far* The *terffi loan* got 
its dne place in barik lending oiiLy after the Great repression* 

Term loan is an extension of credit with a final maturity 
of more than a year frm the date it is made^. At the initial 
stages of the development of term lending, snch loans were granted 
to replace the short-term loans which were renewed freqtasntly 

! 

technically known as * rolling over*# This kind of loan has the 

v 

following basic characteristics t 

1. It is a bnsiness loan which has an original matwity 
of more than a year* 

2* Its repayment is generally required In i>e:ricsdiQ instal' 
meats except when the borrower fails to eemply with the provisions 
of repayment in whidh case the bank demands repayment of idiole 
mamt outstanding in a luep sum* 

It is grants on the basij of fonmil loim agreement 
eontiMiig tetma and oca^ticps relatmg; to sudh loam^ 



4, It is generally granted to concerns that, hatre no acces 
to the capital market, i.e., they are not able to sell bonds or 
debentures and other capital Issues to the public. 

5, In earlier days term loan was granted for the purpose 
of retiring bonds, debentures and preferred stocks, "Later on it 
was also given to finance the modernisation or expansion of plant 
and equipnent, the acquisition of other business or properties or 
the supply of working capital required to bring about an increase 
in sales, 

6, Sometimes term loans also adopted the form of ♦Revolvij 
Credit* which is negotiated when a concern is planning expansion 
but because of undertainties falls to schedule its financial need 
exactly. Under such agreement funds are to be supplied when need® 
and bank charges a commitment fee on the unused portion of the 
amount avlalable to the borrower, 

♦ 

Banks while shifting frcmi short-term credit to tema loan 
sacrificed apparently the cannon of liquidity which was a ffla|or 
consideration in the real bills doctrine as well principle of 
productive credit. Since the major part of bahfc*s liabilities 
ccacsists of demand deposits hence the assets should be smih that 
.theyccaft be easily etarrerted into cash, this induced the banks 
for short 'tess 'lading to ’’finance the working capital needs of 

f j 

industry aM trade., ^ 

Msk individual ban^:* If it holds real bills, ©an transfer 
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and destroy the -very basis of liquidity of loans. .For main- 

taining the liquidity of whole banking systeju some such agency is 
needed to whom all real bills can be finally shifted. This gap 

filled by the Central Bank. Eo the latlmate liquidity 
of the loan depends on the aceeptanoe of assets oorerlng the loans 
by the Central Bank. Thus, If the central bank is uilllng to make 
ad-vances -to commercial banks against their and long-term 

loans, Wch loans could also be regarded as the 

traditional concept of the liquidity in modem times has been 
replaced by the shiftability (criterian iidiich refers to the ability 
of the bank to transfer the assSs at prices Incoming no loss 
of capital. 

The latter .cri-teri^' is applicable even to term loans 
althou^ they are for longer periods and are granted for expansion 
of existing plant capacity, establishment of plants or streng- 
thening the financial position of the existljig -business* Such 
employment of loan increases physical output^ lowers cost and 
raises profit i^ch is used to repay such loans* Thus -Kie liqui- 
dity of such loans depends on the anticipate^ inctWRe of borrowing 
units* This ul-timately depends on the stabiif-j^ of the economy 
and the continued consumption of goods and seryiq^g produced by 
•Iti® borrowing uni-to. 

Indian banks do not necessarily stick to cannon of 

Uquldlty. Porggtal lo aitti and l o^ «8»toat stoi** Mid iih«res, - 

insurance policies and real estate are quite timmn with 

»lso folio* mi of rolling ^ 
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loans, oveMraJts or cash credits once granted are reneifed 
frequently. 

This practice enables borrowers, to so me eattent, to get 
facilities similar to that of formal term loans. Yet it is 
fundamentally different from term loans. Term leans are grant- 
ed at a specified rate of interest for a specific peid-od of time 

♦'A 

and during that period except- amartisation payment, the borrower 
has no obligation to repay in fuH, Despite more or less automa- 
tic renewal of short-term loans, the bank at the time of renewal 
has got the opportunity to review the credit and recast its terms, 
which is not so in case of term loans, hence it requires a specific 
appraisal prior to sanction of such loans. 

The regular amortisation of term loans has greater degree 
of liquidity than frequently renewed short-term loans. It also 
disciplines both the bank and the borrower on the basis of long- 
tern planning of cash inflows likely to be used for repayment. 



Chapter III 


MEGMISM 01- lEM LOANS 


The term loan differs from the short-term l.oan mainly 
in respect of the maturity period, hut it also requires a differen 
type of treatment for appraisal of the loan application, valua- 
tion of the security offered, fixation of the rate of interest to 
he charged , determination of restrictions to he imposed, fixing 
up of the follow-up and amortisation procedures, etc. All these 
aspects have heen considered in this chapter. 


In this respect mere assessment of the credit worthi- 
ness and the current financial position of the borrower is not 
sufficient. The coverage of assessment in this case is wider, 
with the result that the standards and methods adopted are similar 
to that of the investment decision. Analysis of the ha3.ance sheet 
may perhaps he sufficient for the short-term loans hut appraisal 
of term loan requires a dynamic approach to the projections relat- 
ing to future trends in respect of output, sale, cost, return, 
flow of funds, This provides a hroad guidance for judgement 
. Regarding the future prospects of the borrowing unit and for 
working out the terms of loan. 


■ ' There is no standardised approach for such appraisal, 
faxious factors ecwe ' to picture im erery ease ^ Hence a single 
foriBUls does not give sufficient ground for deteiststijftlni acceptahiJ 




or non^acceptabllity of ^nj loan proposal* V.’hile scrutinising 
the loan applications , weiphtage is gi''''on to the type of organi- 
sation and activity of the "borrouing unit, the nature of its produ 
and their market potentialities, size and quality of management, 
soundness of financial position and the amount and term of the 


loan,^etc) 




*> ,r : ^ 


There are meanly four qspects of ^p-praisal of the term 

^ -y" ^ 

loan viz . . technical, commercial^ managerial and financial, vhich ma: 
be detailed as follows 


Technical Aspects t 

In this area information is gathered regarding various 
things required for the actual production process, such as, land, 
housing, transportation, raw material, fuel, poorer and water 
supplies, etc* The lending institution has to satisfy itself with 
regard to the availability, accessibility and qtmllty of the 
above requirements* If the technological set up to be adopted by 
the project is new and is to be imported from abroad, all aspects 
of its application in Indian conditions are considered* In addi- 
tion, the availability of all types of workers, and available 
training facilities for them are also taken into consideration* 

The lending institution also examines the feasibility of the 
project with particular inference to following aspects i 

location - I _If the project is located near the sottree 
■Oif mm Baterlsl^ letbour and power 'Smfjily, aarke% It irUl be. 
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considered more feasible, 

2, Land, and Building : If land is to be acqtiired, due 
regard is paid to tbe future expansion of the borrowing tmit. 

In case of buildings its construction and suitability are also 
examined, 

3* Machinery and Plant : Complete details of existing 
plant and spare parts are obtained. Cost should be based on proper 
quotations from suppliers. Prorision for insurance, freight, 
duty, transportation to site, erection charges, <®tc. shotald be 
examined, Henonration aiiS. modeamization deserv^ full-scale surrey 
by technical experts of the lending institution. 

4-, Technical Competence t lending institution also tries 
to get information regarding ayailability of suitable techtd-cal 
pej*soimel and their training, fete/) 

5. Raty Material and Stores i Arranganent for regular' 
supply of raw materials is also examined where due regard is given 
to goverment policy on its imports and prices, 

6m Adecmate Sunnlv of Power, Water an^ Labour s In every 
case it is necessary ascertain that there will be no difficiflty 
in getting additional power for further expansion. Availability 
of sufficient water and skilled as well as unskilled labour near 
i2ie Industrial establishment is also exaained* 

/ 

,4§T^:!3Lt $ 

It is also to consider the earnings of ."Wm 

pre|eete depsiil the of the additional 
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by the market. The present relationship between the demand, and 
the supply of the output is studied to know the presence of 
uncatered demand in the market, which is determined by factors 
like rising price leyel and enforcement of controls. The uneate- 
red demand may also be due to lack of production caphcity. Hence 
the lerel of working of other units in that industry is also 
studied to ascertain -whether all of them are working at optlm-um 
capacity level* If not, then the reasons may be non-avail ab ill 
of certain factors, labour dist-urbances or deliberate restriction 
on output by producers association. 

Apart from this, possible future changes in the volume 
and pattern of demand and supply and competitive position of -the 
borrowing unit should also be examined. Information about capacity 
l| production, age of the plant and equipment,^ technology adopted, 

*1 profitability and scope for expansion in respect of other units 
in that industry should be collected and, studied. 

Demand forecasting is a very important tool -ihioh helps 
in estimating the future sales and revenue -ihich detenaine the 
capacity of the borrowing tmit to repay the loan* The demand is 
affected by a large number of factors such as distribution, of 
^j^ptO-atlon, technological iimovaticMi, structural chsuigeB in the 
economy, taste of eonsumersi etc* It may not be |»s®ible to fiQLly 
influimeesi atlH i^ir po«»ibl® Impuct should be 
The d^mswni f«r any ewmodity' is mostly affected by its 
p^m and ittMSe'Of' consumers* Bsme the na'tere of the ' 
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ccamnodity needs to be examined. Changes in the price and income 
affect them differently. In order to know the future possibility, 
the trend, based on the demand schedule of the past, can be proje- 
cted which is generally adopted in case of consumer goods. Tor 
intermediate and capital goods future forecast is a bit complicated 
In the foiTOcr ease the probable expansion of industries and growth 
of new industries using such goods and in the latter case the 
structural changes in the economy and technological development 
need also be considered. 

Estimation of demand is neither wholly accurate nor abso- 
jfeutely reliable, but is simply an approximation, even though such 
estimates may be based on accurate data and calculated with the 
help of the advanced statistical methods. Hence a provision for 
error is also made in such approximations. 

-^ Vanagerial Asueet i 

The confidence of the lending institution in the repayment 
prospects of the loan deperNls^to a large extent^ on the management 
of the borrowing unit. Technical ccanpetence, administration abilil 
integrity and resourcefulness of the management are the qtmlifi- 
cations idiich generally win the favour of the lending institutions, 
In the canpetltive markets of today “the progress of enterprise 
depends on management* Hence the appraisal of management is an 
important aspeet -tid&m'into consideration in considering the term 
loans* 



Financial AsDeot : 


Financial considerations include the following : 

1. Cost of project and reliability of estimates; 

2* Adequacy and arialability of finance from Tarious 

sources ; 

3* Possible effect of the project on production, sales, 
net earnings etc'; and 

Eepayment schedule of the loan. 


For financial appraisal adequate financial information, 
balance sheet and fimd flow information, a detailed review of 
various financial obligations, commitments and contingent liabili* 
ties for a number of years should also be ^g^s'ider^* Purpose of 
loan, financial strength and earning prospects in relation to 
the size of the loan and proposed maturity will also have to be 
studied* In case of specific loan the lender will examine the 
extent to which it is going to generate and/or improve the earning, 
fund generating capacity of the borrowing unit* In case of non- 
specific terms loans net cash flow or cash throw^off provides 
good: basis* In this respect the following basic data are needed: 


1* Cost of the project* ' 

2* Cost, of production and profitability* 

3^ flow esMsiates during csurrency of the loan* 

h» ,Fr©fo*m'Bid«aoii, Sheeisjc' 
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Financial As-pect ! 

Financial considerations include the following : 

1, Cost of project and reliability of estimates; 

2* Adequacy and aTialability of finance from various 

soixrces ; 

3. Possible effect of the project on production, sales, 
net earnings I'ete'; and 

Repayment schedule of the loan. 

For financial appraisal adequate financial infoimation, 
balance aheet and fimd flow information, a detailed review of 
various financial obligations, commitments and contingent liabili- 
ties for a number of years should also be ' Ci^sidere d. Purpose of 
loan, financial strength and earning prospects in relation to 
the size of the loan and proposed maturity will also have to be 
studied* In case of specific loan the lender will examine the 
extent to which it is going to generate and/or impreve the earning, 
fund generating capacity of the borrowing unit. In case of non- 
specific terms loans net cash flow or cash t hrow _off provides 
good: basis. In this respect the following basic data are needed* 

1. Cost of the project* ‘ 

2* Cost of production and profitability* 

3*1 Cash/fted , flow esMaates during currency of the loan* 

4, Profomt Balanof Sheet®^- 
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Cost of the Proleet j 

It is estimated on the basis of comparison "with similar 
projects ¥hich were considered previously for loans* It also 
helps in ascertaining appropriateness of various estimates submi- 
tted by the borrowing concern. 

The estimation of the cost of projects includes expendi- 
ture on land, building, plant and machinery, preliminary expenses, 
technical know-how and certain unforeseen costs. 


After malcing an estimate of the cost of project including 
working capital requirements, the lending institution enquires 
about various sources of funds at the disposal of the borrowing 
unit. They may be as follows t- 

**• Cauital » The amount raised by way of capital and its 
app 3 ?opriate relation to other long-term sources are considered. 

In the case of share capital the lending institution looks into 
arrangement proposed to be made for marketing the equity or 
preference shares. 


2, Hetalned Eamines x Efficient management following 
a prudent and cautious policy often builds up sthstantisl amount 

from Ihe profit In ihe form of reserve; and surplus ^idiich may also 

• # 

be uvadlable to finance a part of the cost of project. It require: 
a consideration of the fact whether such reserves win be availa- 
ble in fo*» of cash to meet the on not,. 


3 4 i due. ^ shertag# 

of foreian astgaasnge* tfe* govemffient requires the c^cem to ' secure 
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a deferred payment term for importing plants and machiifery. It 
is also helpful in solving financial problem for some time as it 
restricts the out-flow of cash. 

Long-term borrowing t Long term borrowing, if any, 
should be clearly indicated and its nature and composition should 
be studied because its repayment may come in the way of repayment 
of present loan applied for. 

5* Other sources : Sometimes loans or deposits are also 
accepted from directors or public to finance the project. The 
extent of its contribution is examined with particular reference 
to its financial effect on the concern. 

After ascertaining the proposed means of financing as 
mentioned above, it is necessary to determine the phasing of the 
project so that the arrangements can be scheduled time-wise. If 
the project is to be financed partiy by share capital, it should 
be raised first and before disbursement of the loan, the lending 
institution will see that the borrowing unit has created sufficieni 
capital assets to provide the required margin for the loan* Where 
the loan is intended to be utilised for construction of building, 
purchase and installation of plant and machinery borrower will not 
need the entire sum at a time* Hence schedule of disbursement wii; 
be drawn and borrowing unit will be getting funds fwm time to 
time as per schedule* Thus the possible diversion of funds to 
other uses is avoldedt Scmie times payment may' be made direct to 
c«aatraot©rs to ensure financial discipline on iSm 



31 


CoFit of Production and ProfltabiH-ity ; 

Inforriation is also gathered in respect of earning capaci- 
ty pf the horrowing unit, which depends on the cost of production 
and the selling price* Cone rally cost of production is under- 
estimated and the project is apparently made more alftractive* To 
avoid this and to have a precise idea of the important components 
of cost, data regarding each component of the total cost should he 
obtained. Profitability of any concern depends on the total cost 
of production and total sales. Sales can be estimated at first 
in physical units. These are affected by quality of the product 
and also by the market situation. Such physical volume of sales 
multiplied by the current price of the product or more conserva- 
tively by some lower price, will give sales figures which, when 
compared with the cost of production, ’trf.ll indicate the pro.fitabil1 

} Cost of production and sales estimates are made to find 

lout the break-s'^en point of the project. Break-even level indica-? 
tes minimiom level of output sometimes expressed as a percentage ; 
of fuller capacity. It is helpful in deciding the extent of volumi 
or price fall which can be absorbed without incurring losses by 
the project, 

* *Ca8h,Pl.ow Estimates : 

Alongwlth measurement of earning capacity the lending 
ifigtltotlon will also ascertain the cash flow. It ensures seund 
, fiipaeial planninf aaad the availabili'^ ©f cash for acquisittoK 
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of fixed and other assets during construction stage and working 
capital thereafter. Repayment of instalments of loan is also 
lased on cash generating capacity of the project which is revealed 
hy the cash flow estimates. Even if cost of production and profi- 
tability estimates show profit, it is not sufficien-^ because such 
profit should be a^alable in cash and in right time to meet the 
operation requirement of the project as al.so for the repayment of 
the loan. 

Proforma Eal.anae Sheets : 

In case of established concerns past records are available 
So forecasts, based on previous performance, are also helpful in 
financial analysis. This approach i- 7 i 23 . reveal quality of manage- 
ment, the financial strength of the concern, the market situation 
for the product. Eor this it is necessary to study balance sheets 
and profit and loss accounts for the past few years, which helps It 
estimating the cash flow and the balance sheet for ihe coming years 
Figures of ilie cash flow act as a link between balance sheet of 
one year vidth other. The estimated balance sheets at different 
points of time give an outline of financial structure of the 
project as It has evolved and is helpful in determining the fimn-: 
cial viability. ' \ 

' • I: 

In respect of the term loans the lending institution has 
to satisfy itself about 'the solvency of the concern iihleh in turn 
depends on the capital structure » earntef oaiwci^i profitability 
in relattoa to sale ' and ability nf the eoncem to iw#t it# obiigat 
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as and when they mature. This Is ascertained on the hsrsis of 
certain ratios which are as follows : 

1. Debt^EaultT Ratio : Financial structure of a firm 
should reveal a satisfactory balance between owned and borrowed 
funds where the former includes the share capital, premium on 
issue of shares free reserves and surplus, and the latter includes : 
debts and debentures maturing within a year. Debt equity ratio 
can be calculated by dividing debt by equity generally expressed 

in relative terms which may be compared to conventional norms. 

2. Current Ratio * The ratio of current assets to current 
liabilities is known as current ratio, which reflects short run 
financial soundness of the concern. Current assets Include assets ; 
to be converted into cash within a period of a year such as stock ; 
of raw materials, stores, work-in-progress and finished goods, 
book debts, bills receivables, pre-paid expenses and cash, etc. 
Similarly current liabilities cover all short-term obligations 
which must be met within a year. Current ratio is obtained by 
dividing the current assets by the current liabilities, 

P'fenerally current ratio varies fstan industry to industry 

sy , 

and frc® conceiti to concern. It indicates only quantitative cover i 

I 

whidhi never gives indication regarding quality of the current ' 
assets and current liabilities. Bo while Jftadging the adeqmcy of | 

F 

such ratios, examination, of the exposition and quality of assets | 

! 

and lishilifetes is alao essential. 



3* Sales Ratio i Above ratios should he supplemented, hy 


examination of profit and loss account -where following ratios 
can he calculated : 

Ratio of Sales to Total Ca-pital Em-ploved : It is 
also called turnover of total capital employed. CajAtal is invest- 
ed in fixed assets which are used for manufacturing goods. 
Manufacturing activity can he maintained only if sales are good , 
which in t-um means good profit, 

(h) Sales to Receivables Ratio * Such ratio Is calcula- 
ted by dividing sales by receivables. It indicates position of , 
credit sales and its collection. The higher the, ratio, the better 
the position, 

' grofl-tablllty. Ratio t In order to judge the earning ; 

capacl-ty -the following ratios are calculated : ' 

(a) Profits to Sales Ratio : Profit is earned from sales.: 
Khen operating profit is divided by sales It serves as a yard 
stidc of efficiency of production and a measure of margin on sales I 
price* i 

i 

<b) Profits to Total Cap italis^^ti on Ratjlo s It indicate® I 

j 

taie earning power of both the owned and borrowed capital. Such 
•ratio is calculated by dividing profit before Interest on borrowed 
fund and taxes by the total capitalisation of the concern# 

(c) ..Ratio r It is calciilsted by dlvld'- 

. ing net profit aftw taxes wl^ tfe# of the 

it detemliies the dividend paying feipsdity of the eonsernV. A 
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ligher ratio is indicative of brighter prospects of attracting 
lew capital • 


(d) Debt Service Coverage Ratio ; It shows the ability 
)f the concern to pay the interest due on the long-term debt. It 
Ls also helpful in determining the period of repayment and the 
amount of instalments* It is arrived at by dividing net profit 
liter taxes plus interests on long-term debts aM depreciation 
3y total of interest on long-term debt and principal instalment, 
[t indicates margin of safety which exists for lender. 


After the term loan analysis and determination of the 
ibility to repay the loan, the terms are finalised. An agreement 
mown as the Loan Agreement^ is signed by both the parties. Loan 
igreement states the amount of loan, interest rate, schedule of 
.epajaent,- flaal maturity aM seaurlty (etoj DurtnE several years 
>f duration of term loans many things could happen to cause a 
leterioration in financial position of the borrower. Hence various 
srovislons known as ’Bestrictive Covenants* are also included in 
he agreement. Ihese provisions may be detailed as follows s 


Security consideration which assumes prime importance in 

\ 

short- term credit is also considered significant in term loans, 

• • 

^ef^te assets protection behind a term loan provides against 
Loss 'ihich may result from errors of dudgsment in term lean appra*^ 
Lsal-. In industrially bacacward areas sewi^ty is particular 
Lmportanee bi^cause the indtormaticn m ^ ^said 
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creditworthiness of the borrower Is not arailable. In oiir country, 
term lending institutions depend more on securities^ for repayment 
of the loan than on management and earnings of the borrowing 
concern. The following aspects of security deserve particular 
consideration : 

True of Security s Generally lending institutions accept the 
existing industrial assets as well as those to be created by the 
loan as security. Fometimes non-industrial assets like land, 
residential buildings are also accepted as supplementary security 
as an interim measure till sufficient industrial assets are 
created to cover the loan. In addition, personal guarantees of 
the directors, managers, proprietors and partners, etc., are also 
obtained which induces them to pay utmost attention to the manage- 
ment of affairs of the concern. 

Attention should be given to the statutes in accordance 
with which these lending institutions have been foimed, e.g., in 
our country Indusi^rial Finance Corporation Act and State Financial 
Corporations Act provide that no accomodation shall be given by 
the corporation unles s it is sufficiently secured by a pledge, 
moi^age, hypotMcation or assignment of government or other 
securities, stocks, shales or secured debentures, bifLlion, moveabl«| 
and urmoveable property or other tangible assets, etc. The onus | 

of choiing the right typC' of security and 'tete responsibility of | 

valuing it and fixing a margin on it Is placed on Ihe lending 
liistitutions thmselves-n , ■ | 
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Hature of Charge : Mortgage on fixed assets is the ■usual charge 
for industrial loans, Ihe mortgage may take the form of a legal 
or an equitable mortgage. In legal mortgage a deed is executed 
and registered » -which authorises the holder to deal with the 
security in the manner set out in the deed without inl^ervention 
of the co-urt of law. But it is costly because of high stamp duty, 
and, time consuming because of delay in registration of documents. 
In respect of term loans for relati-rely shorter period, equitable 
mortgage is tal^en as more economical and suitable. But it is 
accepted only to a limited extent for interim loans where legal 
mortgages are in the process of ccaspletion. It is not very popular 
because ! 

1 , It can not be crea-fced at places other than Pi^sidency 
towns or such other places-^ are notified, 

2# Property mortgaged carmot be sold without Intervention 
of^ the court. 

Another way to accept assets as security is by way of 
hypothecationi which is generally in respect of movable property, 

! 

A hypothecation of movable property will not prevaS^over subse** 
quent charges taken without notice of the hypothecation’ ■which is ; 
.desmed to be given alongwith the registeratlon of charges, | 

I 

taluatloa of Seeuritr t There Are varioue bases ©f valuation such i 

as book vaiuei market valt» or jrepl&cement value, 1 rigid ! 

I 

appUcatlcm of. tte boA valu© ^ may ahoW' tlie' mseete at a uMlnal , j 

i 

val-mi b»fe ',lf. maisket W9' fetA a A^erence 
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to market value is also not goin?^ to afford proper Pasis as market 
value of the asset is taken at a moment of time, whereas term 
loans ranges over a period of years and many factors may come in 
the way to affect the market price prevailing at the time loan 
was sanctioned# Similarly replacement value may he an overs timate. 
So any particular type of valuation nay not be regarded as best 
for all but it is applied as per the type of assets as follows : 

land I For its valuation generally services of the 
retired revenue officers are tal^en and sometimes it is valued at 
cost but usually at local market value. Recent sales in neigh- 
bourhood, proximity to road, market and other centres, possibili- 
ties of future development, etc., are taken into considei^tion. 

Building I Valuation is done by architects or engineers 
generally on the basis of replacement cost less depreciation for 
the period the building was in use. Itolle making valuation, area, 
type of construction, material used, age of building, maintenance 
and condition of the building, etc., are taken into consideration* 

Kachinerv s Value of new plant and machinery is equal to 
its invoice value plus freight, duties, insurance, transportation 
and, erection charges. In case of old machinery it is valued at : 
^ost less depreciation but sometimes at replacement cost less i 

depreciation^ j 

i 

Secu3ri.ty ccmsideration, valuation of security, methods of | 
operation and procedure followed vary tpm institution , to instltu- | 
^jsm^ Absolute ipBoifonnity in policy and 'procedure 1«, neither | 
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possible nor desirable. Every term lending institution has its 
own way of considering security, • 

Interest ; 

Rate of interest is the second- major item included in the 
term loan agreement. It is dependent upon the financial standing 
of the borrovriLng concern, integrity of its management, the period 
of the loan and the degree of risk' involved in the project. More- 
over, most of the borrowers are more interested in getting term 
loans than in the rate of interests they are required to pay. So 
the rate is fixed such that it should cover the cost incurred by 
the lending institutions to malce the amomt available as term 
loan. In our country it is/gene3?al practice with some of our term 
lending institutions to charge unlfoim rate of Interest irrespective 
of type and size of borrowing concern and the degree of risk invol- 
ved. Although many term loan agreements are written with fixed 
interest charges, the agreement also makes pi*ovislon to increase 
the rafe of interest under certain given circionstances and also to 
reduce it In case of regular payment. , 

Restrictive Covenants : 

Sometimes project may be approved siibject to certain flnan-; 

•* • I 

cial restrictions, included in the loan agreement, which is known [ 

I; 

as ’restrictive covenants’. These are designed to protect the I 
interest of the lending instituticm and to «iswt the malntinM9Q« 
of the soundness of financial posltlc® of' the concem. ,Tfee'«e 
covenants he as feller # ■ , ' 



1* The borrower may be reqidred to give highest priority 
to the repayment of the loan. 

2. The borrower may also be required to maintain a given 
current ratio so that the working capital is maintained at a 
particular level. 

3* It may lay down the conditions for the payment of 
dividend or distribution of earnings, because amortisation of 
term loan is related to cash flow and distribution of earnings 
causes a reduction in the cashflow. 

V, The loan agreement may also provide that the selling 

I 

commission, etc., will not be disbursed during the currency of the 
loan before making annual payment towards amortisation of the loan# 

5* The borrower may be pinahibited from selling the busines* 
assets* If such assets are sold the borrower may be required to i 
apply the proceeds for final repayment of the term loan* 

6* Borrowers may also be prohibited frcra Investing the 
liquid ftmds, from contracting the consolidation and merger with 
any other concern and from giving the guarantee in respect of any | 
loan, etc « 

7* Bojprowers may be requirittl to maintain adequate accotmt*i 
Ing tec'OTd and to famish the fiimndal statements reg^arly for | 
the purpose' of eeretli^' and vertfieatlcei| s« follw-i^ activity* j 
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Follov tJt) : 

After sanctioning the loan a well' designed ‘procedTire of 
follow-np is -undertaken. Since the lending institution is concer- 
ned T^Tith the progress of the project, it keeps a constant watch 
during the 'currencjf of the loan. In follow-up it is seen that 
construction schedule is adhered to, plant and mchinery and other 
equipments are received in accordance vrf-th plan from the supplies 
and when production starts, the sales and profits of enterprise 
are in line with those originally estimated. Under the follow-up 
following aspects are covered : 

1. The progress in respect of acquisition of land, purchase 
of piant and machinery and acquisition of sernrices of engineers I 
are ascer-tained. ■ I 

2* The cost of ^production and sales revenue are examined ; 
and are compared -wi-th the original estimates* I 

j 

3. Position of the emplc^ent of labour and technical 
personnel is also looked in-bo* 

[ 

Additional finance from any other source and changes j 
in the value of security are scrutinized* I 

ff " ■ ' 

I 5-% Balance sheet, profit and loss account, ins-urance j 

policies are examined*' ' I 

6* Positl«i regarding prcrrislon for inco®@ tax and rent 
rate# and taxes is examined# 



On the basis of this follow-up, if serious handicaps are 
revealed, the causes must be properly investigated .through inspe- 
ction where inspectors are required to gather information on all 
financial aspects not isovered by periodical reports submitted by 
the borrowing units. In order to remedy the defects that may have 
come to light during the inspection, the lending institution may 
give suitable directions to the borrowing concern. If the loan 
agreement so warrants the lending institution can also exercise 
the right of nominating a person on the management of the borrow- 
ing concern. In fact, maintenance of close contact with the 
borrowing unit is the best guarantee for the security of the credit 
and its regular amortization. 

iaaortlsation t 

The acceptance of repayment of the term loan is known as 
amortisation. Usually term loans are amortised in the following 
two ways : 

1. Balloon Payment t Scanetii^ lending institutions 
might defer the payment of large amounts to final maturity as the 
conditions at final maturity may be sufficiently favourable to 
I permit such repayment* But usually this is not in practice* 

2* Equal Instalment j Borrowing units are required to 
make repayment' out of the profit in equal instalments* This 1. . 

increases owner *» equity and Improves t he debt -equity ratiOii Thii 
jneihod of wortisatieiit #o«#%imes ©ailed ♦forced reiwrestment 



The lending institution sets up such system for collection 
which specifies due dates for payment of principal ^ interest, 
commitment fees, etc. It also states the datei when financial 
statements, certificates, schedules, etc. are to he furnished. 

When a Tiolation of the terms of the agreement comes to picture 
the lending institution may also demand a lump sum payment of the 
loan. There are chances where the lending institution may not 
tahe such action hut may apply amendments, waivers, consent or 
inforcements type of courses of actions. An amendment is a perma- 
nent change such as lowering the rupee requirement of working 
capital. Even if the lending institution does not apply amendment 
(i.e. wishes to maintain working capital requirement) a waiver can 
ho issued modifying the requirement for a specific period of time. 
A consent is a description of a specific exception ( e.g., if the 
sale of the assets is prohibited hy terms of agreement a consent 
could he given to sell one plant ). If none of Ihie above is 
^applicable then the lending institution would enforce Imp sum 
payment on the borrower. 

It might appear that term loans differ from short»tera 
loans mainly in respect of the maturity involved. But this 
j|tura causes significant deviations in respect of cirodit analysis 





Chapter IV 


UfTAR PRABESH FIHAMCIAI. CORPORAflOH 

A 

The tJttar Pradesh Financial Corporation/ has)been establi- 
shed by the tFttar Pradesh Govemisent in accordance with the sectior 

3 of the State Financial Corporations Act 1951 (No, LXIII of 1951) 

W £ C 

on 1st November 195^» with its head office at Kanpur. The Corpora- 
tion has also opened two .branch offices, one at Ghaziabad and 
other at Yaranasi, to look after the needs of entrepreneurs in 
western and eastern districts of the State, 

Mms and Ob jects : 

The State Financial Corporations Act 1951 k bas authorised 
the corporation to transact the following types of the busin esse s a 

1 • Guaranteeing of loans raised by industrial units from 
Institutions or public which are repayable within a period of 
twenty years and also guaranteeing of the deferred payments of 
any industrial unit for purchasing of goods in IMia, 

2. Underwriting of the issues of the industrial units. 


3* Granting loans or advances to industrial concerns 
which are repayable within a period not ex ceeding twenty year s,; 

It can also subscrlbe^^^ debentures of indtustrial units rede«(Bahl« 




within/ said period# 






the Industrial Finance Corporation of India, for the financial 
assistance granted hy any of thea. 

Thus the aim of the Corporation is to provide financial 
assistance to the industrial units established or to be establi- 
shed in Uttar Pradesh whether organised as Public Companies, 
Co-operative Societies, Private Companies^ Partnership Firms, SCLe- 
Proprietory concerns or Hindu undivided Family units. These 
dfoncems should be engaged or about to be engaged^ in manufactur- 
ing, preservation or processing of goods, or in mining or in gener* 
ation or distribution of electricity or any other form of power. 
Subsequent amendments in the original Act have also authorised 

the Corporation to provide financial assistance to hotelSj trans- 

/ 

port agencies and industrial estates. 



The maximum loan which can be sanctione d o ut/the corpora- 
tions own funds is Is, 10 lahhs to Sole Propid-otary concerns, 
Partnership Firms and Private Companies and fe* 20 lakhs to Pdblic 
Cofflpanies and Co-operative Societies, The Hindu Undivided 
Families have ceased to get financial assistance fr<M the 
Corporation, 

- 1 

' So far financial assistance in Ihe form of deferred guara- 
ntees for pu3['dhase of indigenous machinery^ ^ concerned there is 




Working as agent of Central or State GoTemments or 
the Indus trial Finance Corporation of India, for the financial 
assistance granted hy any of them. 

Thus jthe aim of the ^Corporation is to provide financial 
assistance to the industrial units established or to be establi- 
shed in tJttar Pradesh whether organised as Public Companies, 
Co-operative Societies, Private Companies , Partnership Firms, SfCLe- 

Proprietory concerns or Hindu und^ided Family units. These ' 

' ' 2 

concerns should be engaged or about to be engaged in manufactur- 
ing, preservation or processing of goods, or in mining or in gener- 
ation or distribution of electricity or any other form of power. 
Stfcsequent amendments in the original Act have also authorised 

the ^Corporation to provide financial assistance to hotelSj trans- 

/ 

port agencies and industrial estates. 




The maximim loan which can be sanctione d ou ythe corpoira- 
tions own funds Is Bs. 10 lakhs to Sole Proprietary concerns, 
Partnership Finns and Private Companies and fe. PO lakhs to Public 
Companies and Co-operative Societies, The Hindu Undivided 
Families have ceased to get financial assistance fraa the 
Corporation. 




So far financial assistance In the form of deferred guara- 


ntees for purt^se of indigenous machinery is conoenaed them is 




%ec, 2(0) .Ac,t , 1951 
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no limit except that the amowit of loans and advances togetiier 
with the amotint of guarantee given to any single industrial 
concern does not exceed in aggregate ten percent of the paid up 
share capital of the Corporation^. Normally, the corporation does 
not sanction large financial accomodation in individual cases. 

Purnose o f the Loan : 

The Corporation primarily intends to grant loans to indtis- 
trial concerns for acquisition of fixed assets, for establishing 
new units or for renovation, expansion or modernisation of 

existing plants. The Corporation does not grant coranercial or 

/ 

business loans and loans for liquidation of prior debts. Genera* 

lly, the loans are also not granted for working capital/ itdiich is 

■ . - - A 

expected to be raised frcmi the conanerical banks, yet it favourably 

considers requests for portions of loan assistance for margin 

money required for raising such credit from ccaimercial baiflss. 

The Corporation *s appixsach is sympathetic and developmental 
end takes into account the following genearal cid.teria3 for grant- 
ing loans to industrial concerns t 

(i) Financial soundness of the scheme and its feasibility* 

• (H) Availability of tec^ilcal know-how and good manag^ent. 

cm) Maiketability of fstiil products. 


^©ec, ©f ,1^, £?:feste Fipainolal Corporation Act , 19^1# 



(iv) Profitability of the projects, 

(t) Ivailahility of essential serrice 
(vi) location of the plant. 

(vii) Adequacy 'of aTailahle security, ' 

/, /.!•. , ‘ 

Incidental and Legal Eznenses : ■, '■ 

All expenses in connection with the valuation of assets 
offered as securities, processing of the scheme, stamp duty- 
registration charges etc* are home hy the borrowing concerns* 
Similarly, the corporation charges legal expenses in connection 
with the examination of title deeds, vetting of mcrrtgage deeds 
(etc) These are dependent upon the amount applied for which is as 
follows : 

Table ^.1 

Expenses Charged . fmm Jhei 


Amount Applied for Processing Fees legal Fees 



Ss, 



Below 

2?, 000 


100 

Between 

25,000-1 ,00,000 


150 

ft 

1,00* 000^ t^lOOO 

150 

500 

n 



750 

n 

5,oo^ooo-i%uc^*oo 




SeGnrlty and Imstgance : 


Loans are adeqiiately secured by way of fii:v5t mortgage 
of tile entire existing fixed assets of the industrial concerns 
consisting of land, buildings and plant and machinery plus the 
fixed assets to be created with the loan* Non-industrial assets 
are not taken, barring the exceptional cases, as collateral. 

A 

The Corporation also advances loans on the guarantee of State 
Government, scheduled banks on,' the state co-operative banks* 

The assets mortgaged to the x^orporation are required to 

/ 

be insured by the borrowing concerns during the currency of the 
loan upto their fall value as assessed by the pforpomtion at the 
time of the sanction of the loan wi-Si one or more of the insurance 
companies approved by it strictly in accordance with the limits 
fixed for each risk. The insurance policies are required to be 
taken in the ;}oint names of the mortgager and the Corporation. 

The borrowing units are required to keep the insurance policy 
alive during the currency of the loan. In case the borrowing 
onit fails to do so the corporation renews the policy at the oost 
of the borrowing unite on due dates, 

. Aftex the sanction of loan a period of six months trm 

the date of emattm advice Is allowed to pieospectiT# boww®3» 
to ‘iiith all '^th® aind(™.allof loan in fttl ' 

or in pa3?t After -a coraEitaent levy"# per annea upto a ■ 

ot 3^ mmths 'and thereafter # per an^an n period 
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of 6 months he charged. The eorporation^ can further extend 
the period., depending on the merits of each casCi, pix>Tided commit- 
ment levy is paid at the rate fixed hy the corporation. 

mslnrsement : 


The disbnrsements are made according to the progress made 
by the project at site. The plant, machinery and tQ'hlpment are 
retired direct from suppliers hy suitable arrangements -with banlcs 
on matching contribution by the party. The revised pattern of 
disbursOTents link loans to performance and ensure proper utili- 
sation of loans •within proper time. In case the borrowing concerns 
have spent any amount for creation of fixed assets in implement- 
ing the project during the pendj^hcy of the loan application by 
arranging the same from their own resources or other sources, the 
"sjforporation favourably considers the reimbursement of such amounts, 

guneivision and Control t 


The Corporation does not interfere in the internal manage* 
ment of the borrowing concern, but it insists on keeping Itself 
fully posted as to how the assisted concerns are progressing and 
to see that the loan is utilised for the purpose for whldh it is 
sanctioned. The ^orpomtion, therefore, requires the borrowing 
eoncerns to send half^-yearly progress reports t© show how they 
are progressing in the matter of construction of buildings, 
installaticm of ma^iinery, production 

The j^rporstim wuajly appodtets a Mrawater o®. the 
of lUrectori or ^ Hanageiient of the borrewihg: isclt, if 



It is needed* It insists on the STibmission of yearly accotmts 
dnly aiMited by a Chartered Accotmtant. Inspectio^ji assessment 
or valuation of the projects financed may also be undertaken at 
the cost of Ihe borrowers* It also insists that there should be 
no change in the partnership, no payment of dividend and no return 
of unsecured borrowed money from the partners is made during the 
currency of the loan wilhout its prior permission* 

f Period and Method of Benavment : 

These are generally decided on the merits of each case 
depending on the profitability and net cash accruals of the 
borrovdng units, Normally periods of repayments vary frcmi 3 to 
in years after the expiry of the suitable gestation period idrleh 
depends on the nature and coMiticai of the industrial project, 
Hepayments of the loans are linked to the prrofits and cash accru* 

/ sis aM are required in such a manner that they do not burden 
the other sources of the concern. 


Mmm, ^ 

The Corporation is also acting as the Agent of the 
Ctevemaeni of 1^'' tJtiar Pradesh for ^ disposal of lean appli* 
cations received by the Directorate of Industries, Dttar Pi^edh* 
isder the ’Liberalised Loan s ihere financial assistance 

is prof?lded to the ^mll scale industrial units cnlyi| the Govern# 
loent places funds at the disposal of the ^orporstlon fer 
and dli^esal apilnst securl^ after #f ' 
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applications* The corjNoration grants loans renglng between 

% 

fe. 15,000 and Rs* 1,00,000 under this scheme for creating fixed 
assets but in specif circumstances the Corporation also favoura- 
bly considers the grant of working capital loans upto a certain 
percentage of the total loans granted to a concern. The borrowers 
under this scheme are required to pay legal fees § Re. per 
fe. 100 for loans upto Es. 25»000 and Rs. 150 for loans upto Es* 1 
lakh to the corporation for the examination of title deeds and 
vetting of mortgage deeds. Other charge like stamRduty, registra- 
tion charges etc. will be paid by the borrowers to the itoihoritles 
conceroed* 


The Coiporation grants the loan at 75^ of value of 
the tangible security offered 'which includes existing land, buili- 
ing, plant and machinery and similar blcKjk assets to be created 
out of the loan. The interest, charged unier this scheme, payable 
l®lf yearly, is 6^ per aimum for loai^ upto Is* 50,000 and 7% per 
annum for loans above Is. 50,000 but not exceeding te. 1,00,000* 

In boih cases a rebate of Is allowed for prompt payment* This 
rate of interest is enhanced by 2% if the instalments of principal 
and/or interest due are not paid on the due dates* 




':nie Corporation expects the jupaymeaat in ten ©qtml annuid 
■ instalments the fli^t instalment falling due for inpayment two 
years after the disburs®ient taf the first of the loan* 
loans granted for meeting the ^rking o afd'fal iai€iUlre»an'^ are 
.iip^payshle withSm Itoit -years , 


P-: 





(y 


10*®* vm ale© 

/ . fn 
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unning ‘Sold Storage Selienie’ iinder the agency agreement id-th 
be Agrictilttire Department of the D. P, Government* Hecently it 
has started a ’loana and Grants Scheme’ to promote self-employ- 
ment amongst yonng engineers and technicians. This scheme is 
also run tinder the agency agreemint with the U. P. Government, 



Chapter T 


MMAGEMEMT OF THE CORPORATION 

The general superintendence, direction and management 

of the n. P, Financial Corporation rests in a Board of Directors 

¥hieh, with the assistance of an Enecutire Committee and a 

Managing Director, exercise0all the powers and discharges all 

c 

the functions which may he excei^ised or discharged hy the yaforpo- 
ration^ • The Board of Directors comprises of ten mOThers where 
four including the dhairman and the Managing Director are nomina- 
ted hy the B. P, Goremment and one Director each hy the Reserre 
Bank of India and the Industrial Finance Coiixiration of India, 

The scheduled hanks, the co-operatlre hanks and insurance ccaapan.*- 
ies, the Investment trusts and other financial institutions and 
other shareholders have been conferred the authority to elect 
one director each • fhm this r atio b etween the nominated and 
the elected members of the Board has made it preponderatingly a 

body of the nmin ees, &XX major policy decisions Including the 

sanction of ^wi^ration^s) loans above one lakh of rupees are taken 
by means of the resolutions diHy passed at the TOeta^s. of the 
Board periodically held and conducted in consonance id.th ta^ 
provisions of the Ac|| 





In order to assist the Board of Directors in the oTer- 
all superintendence, direction and management of tjie affairs of 
the loirporation, thei^ is an Executire Cc 82 naitteej( consisting of 
foui* members, which may, s-ubject to the directions of the Board, 
deal with any matter under the competence of the Board’. Sbie 
Managing Director of the Corporation acts, ez-officlo, as the 
Chairman of the said Committee. Of the other three m^abers one 
is drawn frcmi amongst the ncaainees of the TJ. P. Government, the 
other from the nominees of the Eesenm Bank of India and the 
Industrial Finance Co 2 *poration of India and the third frcan the 
elected members of the Board respectively. The Ezecmtive Gmamittee 
is entrusted with the power to sanction loans below Es. 1 laMi « 
tmder the Liberalised Loan Scheme and is thus designed to culN^t he 
enowious ■W3ik<-load on the Board to a reasonable limit. 

Table 5.1 gives the number of meetings of the Board of 
Erectors and the Executive Goimaittee held during a spwa of five 


years 


Table 5*1 


iber of 







Tear 


Board of Directors 


Ezeoutive Cotwittee 


The ntariber of meetings of both has increased over this 
period, Whereas the number of meetings of the BoaM of Directors 
has nominally ascended from 11 to 15 dtiring the five year^ period 
in view, there appear ' a tremendous increase in the number of iim 
meetings of the Ixechtive Committee from 10 to 26, This is because 
of tremendous increase in the number of applications under the 
Liberalised Loans Scheme, 

The Act contains provision for the appointment advisory 
e«mi3ittees, in aidltion to the Executive Ccaamittee, to assist 

Ln’ 

the i^orpomtion in the efficient discharge of its functions, 
especially for securing that those functions are exercised with 
due regard to the circumstances and corditlons prerai^ng in, and 
ithe muLreaente of, partleolar are«. or tM. 

has not been set-up as yet by the D, P. Financial Corpomtion, 

The Managing Director appointed by the D, P. Govertanenfc 
Ih conS'oL'fcation with the Eeserve Bahk of India is the immediate 
idtole-ttme officer on the spot to perform such duties as the Board 
iKf Director# may^by regulations, entrust or delegate to hia^, idb® 

holds the office from 2-5 years in the ^^rporation. The Managing 

/ 

Director takes the assistance of the General Manager, the Loan 
Officer, the Law Officer, the Assistant Seca^tary, ittie. Tecteiical 


h 


'See, 21 of Ste JAhWW, P- 
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Offiotr.and the Aocotmtant in the discharge of his duties of 
investing and lending the corporation's funds and aii^senting them 
from time time according to need* 

' f 

/ 

Ihe "Whole official organisation of the Corporation is 
divided into nine sections and have been put under the control 
of above officers* The following chart provides a classified and 
clear jgllmpes' of the Corporation's organisational set*»up » 


Board of Directors 

I 

I 


Managing Director Executive COToittee 

i 


I 

SeqretaJT 

loan 

Section 


"■ '■■■■■'’I n 

{ I 

Loan General 

Officer Manner 

I t 

I I 

Insnranc® { 
Section 


Law Officer 

I 

I 

I 

! 

Legal 

Section 


! 

I 

Technical 

Officer 

» 

? 

Post die** 
bursement 
Sectlcm 


' » ♦ 

General & Corporation Loan Corporation Loan 

Establishment Processing Disbux^ement 

Section Section Seotto 


f 

f 

I 

Acecmntant 

t 


Account 

Section 


Section 


Thus the Boar^^ being the supzwe managing authority has 
d^egatiid the' responslbilitf to manage the affairs of the corpora- 
tion to the Director aM- ^ Ssec^ve cJcamittee* The 

Mana^txi Mrect«^ d«a.egatiS ImmMMM of four sections ^ 

vtn# ^ ' ftoKmi ftni tNi il^crporatioii loan 
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the corporation loan disbursement and the refinance, to the 
General Manager and the oiSier five officers of the ,<^orporation 
ajp© in charge of the insurance, the agency loans, the legal works 
the post-^dishuraement and the aecoimt section respectively, 

^e-Jgneial„ „.aaa. .Establishment Section i 

ThXs section is under the direct control of the General 
Manager, ihe Assistant Secretary and the loan Officer also share 
the responsibility of the Geneiul Manager in his absence* There 
Is a superintendent directly responsible to the General Manager 
“■idio supervises after the woric of his assistants, steno, typist, 
duplicator, dispatcher and daftari* This sectl<m attends to 
Ororrespondence, receiving mall and its distribution to the various 
sections, procures necessary furniture and office laat^rial, 
recruits staff for the corporation and makes arrangement® for the 
meetings of the Board or the Executive CoEsmlttee. The organisa- 
tion of this section is given below t- 


General Manager 
Or 

Assistant Secretary 
Or 
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the corporation loan disbursement and the refinance,^ to the 
General Manager and the other fiire officers of the .{Corporation 
are in charge of the insurance, the agency loans, the legal wr 
the post-disburaement and the account section respectiirely. 

She, ,se.Q,i^Qa ^ 

This section is under the direct control of the General 
Manager, ihe Assistant Secretary and the loan Officer also shar« 
the responsibility of the General Manager in his absence. Then! 
is a superintendent directly responsible to the General Manager 
T&o stQJexvises after the voi^ of his assistants, steno, typist, 
duiUcatop, dispatcher and daftari. This section attends to 
correspondence, receiving mall and its dlstributlcaa to the rarld 
sections, procures necessary furniture and office material, | 
recruits staff for the corporation and makes an^ng^aents for th| 
meetings of '^e Board or the Executiye Coffimittee* The organisa**! 
tion of this section is given below *• 

General Manager 
Or 

Assistant Seeretaiy 
Or 

loan Officer 

I 

I 


I » I 

St«® B«i®r TyjKist 

t 

t 




The section carries out its work hy neans of a fair 
division of responslhilities anonrst its employees* 

'f / t-f 

The Corporation Loan Processinr w-ection t ' 

{ 

This section acts under direct super\?'ision of the 
Cencral Fanarer and is prirarily responsihle hr processing" th 
loan applications for amounts above F-. one 3.akh, The process!: 

f 

certains, formulation of check list, malrinf; relevant oueries 
pertaining to loans applied Tor and for preparation of Fanagini 
Director’s iiote to be submitted to the Foard for final decisioi 
The following chart exp'alins' the organisation of this section i 


T 

I 

Superintend ent 
(to process 
application 
beWeen E 2 . one 
to two lakhs) 

I 

t 

t 


f 

I 

! 

Typists 


General Manager 

t 

t 

i 


Superintendent 
(to process 
application 
between 2 to 5 

lal^hs) 

» 

» 

I 


! 

! 

f 

I 


f 

f 

Supe rintend ent 
(to process 
application 
between ^ to 
20 lalchs) 

I 

r 

! 


r 

! 

I 

Assistants 


These superintendents after receiving respective appld 
cations prepare the checklist and correspond with the party 
concerned regarding the information^ wanting. After ascertainii 


/ 


the' credit standing fro® the party *8 bank and if prime 



c f< 


suitable th® case is referred to the approved t®i^anj4e?al raperti 
the sectioUf After receiving requisite Informetion/ and -favmtw 
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report from such technical expert the matter is referred to th 
Assistants Technical Officer* Sometimes the parl^. in Tiesr is 
also called upon to discuss the practicability of Ihe project i 
desires to undertake. After a far-otirable response from all sid 
a memorandum for the Board is prepared in the section under the 
direct supervision of the General Manager* It is presented bef 
the Managing Director for appropriate recommendation before it 
goes to 1he Board for final decision. 


Gorpomtlon loan Disbursement Section : 


This section also acts under the direct supervision of 
the General Manager & loan Officer and is responsible for comple 
ing all formalities preceding the disbursOTent of the loans, 
sanctioned by the Board* Its organisation is as follows 


Gorporation loan pisbursement Section 

I 

t 

f 


! 

I 

General Manager 

(Abov^'two lakhs) 

! 

f 

f 

^ 

i 


f 

I i 
lojga Officea! 

(Below two lakiN 


I 

t 

P 

4 


T 

t 

t 




Superint^BdeBt 

t 

I 


A 


Assistants 
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The purview of this section "begins ^'hst after the legal 
fonaalities are ccamp^-ied with by the party as per the instructs 
of the ’legal cell’ of the corporation. It prepares ’First Paj 
uent Hote’ for releasing the first instalment of disbursement a 
also prepares ’Subsequent Notes’ for release of siibsequent inst 
ments^ This i^ection attends to the correspondence with the imr 
after it has completed all legal formalities till the whole 
sanctioned amount is disbursed or adjusted. 

This section is responsible for considering the loan 
applications from small industrial imits diHy forwarded by the 

X / 

Directorate of Industries to the f^orporation. It carries^ut 
final processing of the applications thus received i because 

* I 

Initial processing is done by/ the Directorate of Industries 

C ^ \ • ' 

It also prepares ’Committee Note’ which is submitted to the 
Executive Committee for the final decision. This isy presen^ 
under the direct supervision of the Assistant Secrelteih?’ ' 

Corporation, The organisation of this section i® as follows s • 

^ Assistant Secretary 

t 

t 

I 
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This is anoiiier hig section in the whole office organis 
tion of the corporation# After the applications have been sand 
ioned by the Executive Committee, the party concerned is inform 
regajding terms aif conditions of the sanctioned loan. After th 

i 

sanction document file is sent to the ‘Legal Cell' frcaa where i 
goes to the 'Disbursement Section' and ultimately to the 'Post- 
Disbursement Cell' after the disbursement of th© loan. This 
section also attends to various correspondence with the party 
regarding their loans* 

Accomt Section t 

The Accountant is incharge of this section and with the 
help of superintendents, assistants, steno, typists and cashier ’ 
he performs following functions s» 

1, Cash arrangement for Corporation's Loan Scheme, 
Directorate of Industries Loan Scheme and Cold Storage Scheme# 

2# Maintaining sta^itary boohs and accounts registers. 

3, Borrowings from phblic, financial institutions ^r 
Government# 

if. Sthmission of Income^ tax and surtax returns# 

c 

5# Investoent of surplus 'fonds of the Corporation* 

6. # Scrutiny and payment of trsEViaiing allowanee or rrei*- 
tlme bins of the iwployees# 

7, to Gt(v«3W0w»t or audit :> 
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Thus the preparation of cheques for disburs^ent, opera 
ing bank accotmt, finding out ways to raise finance, collection 

I* 

i 

cheques by way of repayment, issuing notices to the parties 
«®ount beecraes due, maintaining account books, preparing annual 
reports of iaie corporation are various duties assigned to this 
section* 


Following is the 

organisational set up of this section 


Accountant 

t 

1 


f" ' "" ’ ■■ ' ” ■" 

t 

Cashier 

'■ " ■ f ^ 

! 

t 

1 

I 

1 

- - 1 

'■ ' ' 

» 

Steno ^ifyixis 

1 ' ' ' ' ' ' 

1 

Superintendent 

Liberalised Loan 

Scheme J 

1 

1 

*■ ' " " ‘ "“I 

t 

1 

Superiiltendent 

Corporation Loan 

Scheme 1 

1 

1 

t 

' ■ f 

f 

1 

Superintendent 

Cold Storage Loai 
Scheme * 

! ' ' ' 1 

1 I 

Clerks lunior 

1 

Clerks 

1 1 
Jmilor E«Bior 


Assistants ' . , Assistant Assist^^ 


, This section, which has been put under ^e direct contro3 

I 

of'' law Officer, is responsible for attaaading to all legal formaU 
ties th®' corporutidi has to efiaaplete during cc®f*® of Its husinef 
All reepoiailhilittes of s legal nateBPe rl#it fro» the prepamtioa 
©f te»» end 'grantor tesii eeiiducting ca»^ 

fUeft hy mt eo»urts of 1©:% fall 


63 


witMn the domain of this section. This section is responsible 
for following types of work 

0 

1, Examining the documents of Title Deeds and preparj 
tion of reports for the same to be submitted to the Managing 
Director. 

2, Preparation of draft document such as Mortgage De 
Guarantee Deed etc., to be sent to the borrowers. 

3, Payment of the Stamp Duty on all such documents, 
h. Ensuring the compliance of all legal formalities 

and execution of Mortgage Deed at Kanpur, Ghaziabad Yaranasi. 

5. Collection of Mortgage Deeds after registration. 

6, Maintaining Title Deed Register, Document Register, 

etc. 

7. Returning the Title Deeds and other related documet 
to the parties concerned after full repayment of the loan. 

8, Attending to legal works at branches. 

Allocation of duties in this section can be explained 
with the help of following chart 
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Refinance Section s 

After the merger of the Refinance Corporation for Indus’ 
ries Ltd* -with the Industrial Developnent Banh of India the Stai 
■ Financial Corporations also availed this facility of refinance 
in respect of financing of certain category of industrial units* 
The Corporation has set up one section to look after all fonnall 
ties in this regard under the supervision of the General Manager 
Out of the total loans sanctioned, loans to some special Indus tr 
ial units are taken up and along with dishursement of original, 
loans this section approaches the Industrial Development Bank of 
India for refinance. The organisation of this section is as 
follows J.- 

General Manager 

I 

I 

f 

Superintendent 

I 

t , 

I 

: I 

Assistants Typists 

It is a small hut very important section in the whole 

organisation of the ?fo37poration. The number of industries gettii 

/ 

refinance facility has been very limited, hence, at present its 
{Scope is not so wide. 

gost*-<lisbia*sement . g eation .(. P.,, ,D.4„ * 

This section is responsible fer attending all formalitie! 
after disbursement of It is als® eeiiee: 

to pre^ssaietio*i, i^edisburs 
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and post disbursement inspections, usually undertaken by the 
corporation. In course of pre-sanction inspection, this cell 
determines the technical feasibility of the projects and partio 
larly its determines 

(a) Adequacy of land, 

(b) Appropriateness of the Building. 

(c) Working Capital Requirement 

(d) Profitability of the Pro^ectj and 

(e) Marketability of the Product, 

After the inspection, a report for the same is submitted 
to the Managing Director of the ciOTporation, This section also 
organises prefeisbursement and post-disbursement inspections frcaa 
time to time to assess ihe creation of assets and the progress o: 
the project. After the full disbursement borrowing units are 
kept under constant watch to determine the maintenance of the r 
assets, implementation of the scheme and progress of production 
and sales. Work allocation in this section is as follows 

Technical Officer 
» 

» 


Assistant Technical Superintendent Stenotypists 

Officers | 

I 

^ ^ 

f ■ , ^ 

Assiststfi'ts TypdJJl^ 
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There are five Assistants Technical Officers "who are 
ffiftchanical and civil engineering graduates and are responsible 
for determining the technical feasibility of the proposed pro^ec 

Insurance Sectlop. : 

The properties mortgaged with the corporation as securit 
are required to be insured at the cost of the party* In case 
party fails to take insurance from the insurance companies, the 
corporation itself gets them insured and the expenses are debited 
to the accounts of the borrowing parties. The corporation has 
fixed a limit that 75 percent of the property or more shotald be 
insured with the Life Insurance Corporation of India and rest sho 
be insured with other approved insurance companies. 

The insurance section is put under the direct control of 
the Loan Officer who is assisted by a superintendent. The work 
allocation is as follows :• 

Loan Officer 

f 

I 

! 

I 

Superintendent 

I 

I 

t 


Assistants Typists 

IMS section assures that the Insuiwe® iKJlicy is taken 
in the Joint mm of ^ e^orporatlOT and .Ih® par%i, It also sees 
lhat the policy Is r^sssirea wiptin appteprta^ time at iat« cost 'of 
the pscrty^ TMS' sec-tte® eawdeis m csmMnuous m .pdlicsj 
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and the value of the policy is adjusted to the value of property 
determined by the Assistant lechnical Officers from. time to time 
In case of any damage the amount realised from the insurance 
company is given to the party with instruction to instal similar 
assets of the same worth • 

Recovery Section : 

t 

Recovery of the loans has been entrusted to the ,, account 
section but increasing defaults prompted the corporation to estab 
lish another cell within the organisation primarily meant for the 
collection of overdue instalments. This cell is still at its 
infancy. There is only one inspector in this section \dao tours 
from place to place to collect the amount from the parties conceri 
ed. He is just like *Takadia* generally employed by concerns 
having dealings in credit. 

Branch Organisation : 

There are two branches of the (Corporation one at Ghaziabac 

i ' ' f (OS' 

and other at Varanasi. Thfere are managed by the Branch Kanagers 
who are assisted by assistants and typists. These branches are 
to look after the financial requirement of the industrial units 
'^f pastern and ^stem dl:«triets of Bttar Pradesh, laielr work is 
to'' receive applications, carry ©n primary seruHry and send thOT 
to Ihe head~wi^CMi for J^inal scrutiny and decisicsn# 

, The total nimber of im^byee® on the pay roll of the 

t^rporatiM ways '1G6 jjS'ill '’ih' 131' 'the 
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of the corporation are devided into three categories namely ’A' 

’B* and ’C’ categories. There were 32 ^ployees in, the A class 

56 employees in ‘B’ class and the remaining 18 employees in *C* 

6 

class npto March 1970 • Various categories of employees are 
getting various grades. 

*A* grade employees were getting salary between 200-^50 
to 1300-1800 per months. Similarly *B’ grade employees were 
getting between 80-1lf0 and 160-320 per month depending on the 
designation. ’C* grade employees were getting between 55-75 and 
60-80 per month^. 


%e© AppendS^t F* 

kppmAis % 



Chapter Y1 


FINANCIAL EESOURCES OF THE COBPORATIOM 


Since the genesis of development hanking has been, hy and 
large, a postwar phenomenon, the precepts and practices pertain- 
ing to iheir administration, financial structure and functioning 
are undergoing the process of evolution, esrperimentatlon and henci 
change. These institutions have yet to evolve traditions and 
develop organic linlcs with other limbs of capital market before 
they can be accepted as organisations designed to fill a long-fell 
niche in their area. The State Financial Corporations being no . 
exceptions to these general observations, have to draw their finah 
cial appamtus wholly from the express provisions of 'the statute' ; 
instead of traditions made and moulded by the efflux of time. The 
twin financial sources of the Uttar Pradesh Financial Corporation 
eiwisaged under the Act are obviously concerned with ownership and, 
borrowing. The ownership sources comprise primailly of share 

'j 

capital, reserves and funds while borrowing include dejxssits frcmi 
the public, issue of bonds and loans frcaa Governments and other- 
financial bodies. 

Share Capital : 

The authorised capital of the ^lorporation is 3 erores 


divided into 3 shares of M* 10© mch, Ufto, the efM of 

L© S I 


^©rporatioir shares, whiA were fhSJ 
gidjscribedfpald up. The shares of the ^orpora^on mm. be sti^eern 
by Itoe phblic to esstwat of 2^ perefut sraft/Ttsb e^eeribed 
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by the GoTemment of Uttar Pradesh, the Reserve Pan]?; of India, 
the Scheduled Banks, the Co-operative Banks, the Insurance 
Companies and other financial institutions. The ratio of subsci 
ption of each of the above categories of the shareholders will ' 
' be determined by the State Government in consultation with the 
Central Government. On 31st Kerch I97O the subscription of shar 
has been as follows 

Table 6.1 

Shareholders of the Cornoration 


Shareholders 

Ho, of 

Shares Held 

Percentage , 

The State Government 

1 ,40,360 

75.9 

The Reserve Bank of India 

15,000 

8,1 

Scheduled banks, Co-operative banks 

Insurance Companies, Investment 27,096 

tru's't: and other financial 

institutions 


Individuals 

2,544 

1 


The initial share capital of the dorporation was/ fe*, 

'1,00,00,000 divided into 1,00,000 shares'' of 100 each fully- pali 

* liC ■ i 

'UlJ;* The subscriptions of other parties were^ same, as at present 1 
but the subscription of the Uttar Pradesh Government was only to 1 
the extent ftCUy paid-up^' share* • The Goveaiment of Uttspr 

Pradesh subeeiihed fsaiy shares during 25, .W 

i 

Share* during 1967*4i swi shares during were 1 
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issued by the corporation. This raised the subscription of the 
government to the present level. The shares of the. corporation 
other then those subscribed by the public can not be transferf®'^ 
except to the U. P. Government and the Reserve Panic of Ind.ia or 
any other financial institution recognised in this behalf by the 

a 

Government of Uttar Pradesh. The sha-res of the corporation are 
to be regarded as Trustee Securities une’er the Indian Trust let 
1882 and as Approved Becurities as per the Indian ranking Companj 
Act, 1^9. 

Thus a large part of the total shares issued originally 
and subsequently has been subscribed fully yet this source is not 
fully exhausted as there is still a balance of Ps. 1.15 crores in 
the authorised capital of the corporation which can be issued at 
any time. 

Retained Earnings ; 

Section 35 of the State Financial Corporation Act, 1951 
has authorised the dorporatlon to transfer some part of its earn-; 
ings to General Reserve Fund till it becomes equal to the paid-up ; 
capital of the Corporation. This (a) General Reserve 

(b) Special Reserve and (c) Reserve forbad and li otto tful. Debts, 
There is also a Special Reserve Fund constituted (under section 
35-A of the State Financial Corporation Act, 1951) by the amotmt 
of dividend foregone by the State Govemment and the Reserve Baii 
of All of than represent Ihe portion of profit earned and 
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retained by the corporation. The total amotmt of the retained 
earnings upto 31st Kerch 1970 is B:;. 24.58 laJchs which has come 
from the following sources 


Table 6.2 

Petained Earnings of the Corporation 
(F-.. in lakhs 


Particialars 

Amount 

Percentage 

^ V 

General Reserve 

1.11 

4.4 

Special Reserve 
(under Income Tax Act) 

14.92 

60.6 

Reserve for Bad & BoubtftfL Debts 

0.15 

00.6 

Special Reserve Fund 

8.40 

34.4 

Total 

24.58 

100 


The Special Reserve created under the Section 36 (l) 

(viii) of the Income Tax Act, 196I has contributed even more than 

three-fifths of ^the total reserve but that is not going to providi 

finance to the Corporation as that along with the Reserve for ; 

'Bad and Boubtfkl Bebts is created to meet the future liabilities 

for income tax and future losses on account of bad debts respeeti-t 
* i; 

vely* The General Reserve and the Special Reser ve^^Rund are the [ 

dj f 

real retained earnings which provide fin ance to the ^orporaticjii. | 
The following tihle ^plalni the centribiitton of retained earrii3c^4 
along with m@ rate of its giwth' over a period of «i#it years, i 
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Table 6.3 

Contribution of Retained Earnings 


(F% in lalJhs) 


Year 

General Reserve 

Special 

Reserve 

Total 

Amount 

Rate of 
Growth 

1962-63 

.60 

1.05 

1.65 


1963-64 

.80 

2.10 

2.90 

1.76 

1 964»65 

.85 

3.15 

4.00 

1.38 

196^-66 

• 

00 

4.20 

5.05 

1.26 

1966-67 

.95 

5.25 

6.20 

1,23 

1967-68 

1.05 

6«30 

7.35 

1.18 

1968-69 

1.07 

7.35 

8.42 

1.14 

1969-70 

1.11 

8.40 

9.51 

1.12 




i ' 

* The total funds available from this source have been 
jincreasing continuously and during the period from 1963 to 1970 
it has gone up nearly six times but the rate of growth over this : 

I 

period has witnessed a continuous decline. The Special Heserve ; 
created by iJie amount of divider^ foregone by the tJ. P* Governmen^ 

and the Reserve Bank of India, has been constant throughout this i 

! 

period# The contribution to the General Reserve Fund has been 1 

•varying from year t» year ■which has been more than ten thousand | 

previously and less than that^diirin«--»eee^ years. The Corpora tLcj 

has been getting ever ^ one laMi to fijsance its activities every 

year fr<M -ttiis source 'USlike the share capital, the- retained earn- 

iu I 

ings are regular source of frods for the ^rporation. ; 





RepaTO-ent of Lopi.ns : 

..'If 

/ 

This source indicates conversion of assets of the corpoi 
tion into the liquid funds, Loani granted hy the corporation are 
generally repaid ’id. thin a period of seven to twelve years, Amot 
which stands in the "balance sheet as loans and advances is conve 
ted into cash on repaynent of the loan. Following table indicat 
yearly contribution of repayment of the principal to the total 
resources of the corporation 


Table 6,4- 

Position of Repayment of Loans 
(fls. In lakhs) 


Year* 

Amount 

Cumulative 

Sotal 

PuS, 

, 

Index No. 

Of 4.1-7 ^ 

Rate of''/.'; 
Growth / ■ ' 

1962-63 

17.22 

60,15 

100 


1963-64 

17.22 

77.3%'':' 

100 

1.28 

1964-65 

24,87 

102,24 

144 

1 .32 

1965-66 

25.97 

128.20 

151 

1.25 

1966-67 

26.26 

154*46 

1?3 

1 .20 

1967-68 

37.64 

192.10 

219 

1.24 

1968-69 

32.16 

224.26 

187 

1.17 

1969-70 

46,75 

271.01 

271 

1,21 : 

t 

, , , 
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SepayciRnt. of Lon-ns j 

This sowoe indicates conversion of assets of the eomoi 

ion into the llqnld fnnds. loan, granted hy the corporation are 

f^erally repaid ..Ithln a period of seven to twelve years, -^.on 

s ends in the balance sheet as loans and advances 

ed into cash on repayment of the loan Fniirt * 

01 tne loan. .Following table indlcat* 

yearly contribution of repavnent of v, . . . 

repayment of the principal to the 

resources of the corporation 

Table 6.4 

P osition of RAp avment of Loang 


fear 


1962- 63 

1963- 64 

1964- 65 

1965- 66 

1 966- 6? 

1967- 68 

1968- 69 

1969- 70 


Amount 

Rs. 


17*22 

17.22 

24.87 

25.97 

26.26 

37.64 

32.16 

46.75 


OuroulatiTe 
Total 
Jki. 

60,15 

77.3^f. 

v 

102.24 
128.20 
154.46 
192,10 

224.26 
271.01 


Index No. ^te of 

•Growth 


100 

100 

144 

151 

153 

219 

187 

271 


1.28 

1.32 

1.25 

1.20 

1.24 

1.17 

1.21 
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The repayment of the 3-oan has increased continuously hut 
for a little set hack during the year 1968 - 69 . The index nmher 
has gone up nearly three times over this period. The rate of 
growth of total repayment has Taried along a declining trend whic 
is ronndahout 1.2^. In the beginning the rate of growth was 
higher than this average hut from the year 196^!-65 it showed a 
declining trend. This is another regular source of funds to the 
corporation which has contributed significant amount to the total 
finances from year to year. 

Befinance : 

It is a new scheme implemented by the Industrial Develop- 
ment Bank of India which was originally started by the Eefinance 
Corporation for the Industries Ltd.. Under this scheme the cbrpor 
tion gets refinance of the amount disbursed in respect of loans 
sanctioned to certain categories of industrial units. On the 

1 

application of the Corporation the Banlc grants refinance which 
is certain percentage of the total amount disbursed. This enables 
the corporation to get funds and links the repayment of loans 
grafted with the repayment of refinance. Under such circumstances 
the corporation is not required to wait for release of funds till 
the whole amount is repaid by the borrower. The position of this 
sou 2 *ce is as follows t- 
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Table 6*5 


Pgsltlon of Ref inance Obtained from the Industrial Develotanent 




Bank of India 




(Ps, 

In laldis) 

Year 

lo, of 

cases 

referred 

Ho. 

sancti- 

oned 

Amount 

sancti- 

oned 

Total 

amount 

availed 

upto 

Amount 

Hepaid 

Amount 

Out- 

stand- 

ing 

Hat< 

groiv’ 

1965-66 

h 



: — 




1966-67 

6 

2 

14.03 

14.03 

— 

— 

1 

1 967-68 

5 

1 

8.00 

22.03 


mum 

1.57 

1 968-69 

10 

12 

38.17 

35.61 

1.25 

34.36 

1.61 

1969-70 

ko 

24 

98.11 

85.51 

15.88 

69.63 

2.40 


Tbls is 'a new soiirce and effective only since 1966-67 and 

has contributed an increasing amount to the total finances of the 

^ * ' 

corporation. The rate of growth of this source has been increas- 
ing continuously* The Industrial Development Bank of India (IDEI) 
Is also following liberal terns in sanctioning refinance which 
has induced the Corporation to take maxlmaa possible benefits 
frtaa ttiis facility* The rising trend at a relatively higher rate > 
during recent years has given new hope tpf greater contrlbutitm i 


of this source in futere* ^ 4 


Borrowtoga t/. 


;is ! 

yt., ^ . 


'Ij ■ I 

Borrowing® may take either of the two forms npaely ’PctoMcl 

! 

by of boi^s and debemtar® or acceptance of I 

deposits laad Borrowing®* by 'toliig %mm ftm' the 
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is authorised to issue bonds and debentures to supplement the 
resources but the funds raised throu^ this source can never 
exceed five tines of the paid-up capital and reserve fund* So 
far the corporation has issued five series of bonds and debenture 
Far the first time in the year 1958 the Corporation issued debent 
ures worth Bs* 5^,82,500 which were repaid during the year 1967-68 
Following table shows the issue of bonds and debentures by the 
corporation 


Table 6,6 

Series of Bonds Issued bv the Corporations 


Series 

Bonds Issued 

Year Amount 

BoMs Reuaid 

Year haomit 

Amount 

Xhtring 

First Series 

1958 

5^.82 

196s 

54,82 

Hil , 

' 1 / j 

.■n9f^a-\ 

Second Series 

1962 

53 #oo 

1969 

5*17 

^ 7 . 83 ^ ’ 

' 197^' 

Third Series 

1965 

50.00 


— 

50.00 

1977 

Fourth Series 

1967 

5 o#oo 


nmm. 

50.00 

1978 

Fifth Series 

1970 

54.88 



54,88 

1981 


Thus the dorporatlon has augmented the resources by ' 

/ i 

Issuing bonds from time to time and towards the end of March 1970 I 

the" total amotmt outstanding under this head stood at fc, 202# 71 j 

laShs, Ihe rate of interest in respect of these bonds has varied ! 

frm ^ respect of fiiwt msA second series to for the 

thiM and four^ series and 6 percent for the fif^ ieriee^ AH 
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t 

there honds are guaranteed for the repaTment of principal and 
payment of interest by the U. P, Government* 

Moimt borrowed fcom the Reserve Bank of India has been 
either secured by the pledge ‘of Government Securities or by the 
ad-hoc bonds issued by the corporation under the guarantee of 
the II. P. Government* The U. P. Government also provides loan 
to the dorporation from time to time on easy terms* The total 
borrowings are as follows 


Table 0*7 

Borrowing of the Corporation 
In lakhs. 1 


Year 

BoMs and 

Ins titutional 
loans 

Total 

AmQunt_ 

Index 

lumb^' 

Amount 

% 

Amount 

% 



1962-63 

101.82 

100 

— 

— 

101.82 

100 

1963'“64- 

99.18 

100 

— 

— 

99.18 

98 


9^.02 

68 

¥f.5o 

32 

139*^2 

136 

196^-66 


79. 

39.20 

21 

18^.22 

180 . 

1966-67 1 

) :19^i02 

93 

1^.00 

7 

210.(^ 

206 

1967-68 

19?.02 

82 

^8.00 

18 

2lf3.02 

238 

I96S-69 

• "* 

1^7*83 

67 - 

71,83 

33 

219.66 

216 

1969^70 

202.71 

69 

92.37 

31 

295,08 

290 



The table states that the (Corporation Tims (Jepending mairiJ 
on public loans under this source upto the year 1963-6V, After 
that the Reserve Eanh of India and. the P. Government started 
granting loans to this corporation. Even upto now the institutio; 
loans have contributed less than one-third of the total loaned 
finance, which was even less than one-fifthj one-tenth during certj 
years. The total loaned finance have gone up nearly three times 
during this period. The relative position of public borrowings 
has witnessed a hectic declining trend both absolutely and 
rela'tively. 

Public Denosits : 

The corporation is authorised to accept deposits from the 
public repayable after the expiry of at least five years but the 
total amount of the deposit will never exceed the paid up capital 

of the (Corporation, Uptill now it has not accepted any deposit, 

/ 

State Goverment Grants s 

^ Apart frcaa sanctioning loans out of its om funds the 

{Corporations has also been running certain schemes under the 

i- 

agency agreement with/R, P. Government for sanctioning loans to 

A Ai ' i - \ A 

I 'C ” C i 

certain wpeeil^ categories of Industrial units in the ^tate, 

/ 

These BQhm&s b,t® •'liberalived Loans Scheme’ <LLS), aM CoM 
« 

Storage Loan Scijeme (CSL) which were previously run by the tJ. P, 
GoreiMEimt# Beeently^ ’Leans and Gwii Scheme * has also been ■ 
added ^ lii^ The tl, P, 'Govemament frc^ time to time 
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deposits tte anoimt of these grants m a 

can not use it for ^ separate bank accomt 

ration sanctions i its own loans scheme. The eorpo- 

loans under thn«« ^ t 

■febe principal as imn c^eiaes from suck funds and 

as \irell as lnfo,-«o<,4. 

to the Ue p. Government v ^^t^unded on their repaymen 

Elven hy the U P r ' ' ® grants 

^ U. p. Government : 


2’able 6,8 



ns? -^8 _ ” 65.00 


1958 - 59 

1959- 60 10.00 

1960- 61 25,00 

1961- 62 69.16 

1962 - 63 

1963- 64 

1964 - 65 — 

1-965-66 _ 

1966-67 17*00 

1967 * 6 i 27*11 

196 ^ , 35 *^ 
1969-70 


10.00 


12.60 

-« 

6.88 

4-. 00 

7.31 


7*20 

18.00 

8.^ 

40^,00 

1^.16 



mmk 


.36 

.30 

.81 


65.00 

65.00 

75.00 
100.00 
170.56 
170.56 
157.96 
155*08 
14 - 7,41 

m.91 

232.67 

257.51 
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. The Govei’ment has placed these f\mds at the disposal 
of the corporation to sanction loans to small industrial -units 
and units anpaged in preservation of agricultural products. 

Towards the end of I'arch 1970 there stood more than P.% 307.^9 
lakhs outstanding vrith the corpora. tion, out of which rn. 2^0.85 
laldis was in respect of ♦Liheralived Loan Scheme* and P.% 66.6^- 
lakhs in respect of the Cold Storage Scheme. Taking into account 
the funds placed with ihe corporation under *Cold Storage Scheme* 
and the amount of disbursement it reveals a paucity of funds to 
the estent of Ps, 11,53 lakhs which was managed out of the corpora- 
tion’s own funds. 

This has been the aggregate position of funds from all 
sources upto the eM of March 1970* The yearly position can be 
sti3died with the help of ‘Fund Flow Statement* which enlists 
various sources and uses of funds d’U'ing particular period. This 
also helps in studying the relative importance of each source and 

their trend over a period of recent five years, 

> . - ' 



■j-aDjLe 6,9 

B manwn fo r t he 






Eh 

The total sources of fimds as per the ’Fmds Flow State- 
ment’ have been grouped as internal and external sota^ces where 
the internal sources include funds from operation, repayment hy 
the borrowing units and reduction of its other assets. The former 
two sources are malting regular contribution which fluctuated betwe 
22% to 4*1^ over the period under consideration. The latter source 
in this category has been irregular but its contribution has also 
gone up even upto 24-^ during the year 1968-69* Over all contri- 
bution from internal sources various between 22% to 56^^ the avera| 
being 38,2^ of the total sources of funds but has fluctuated from 
year to year exhibiting a rising trend over this period* 

The external sources on an average contribute 61*8^ of 
the total sotirces of funds which fluctuates between 4^^ to 
of the total sources of funds over the period un^er consideration* 
This includes share issues, long-tem borro^ng from the U. P* 
Goverment, the Reserve Bank of India, the Industrial Developaent 
Bank of India and by issuing bonds and debentures and taking short 
tern loans* In this category the long’-teim borrowings are the ^ 
regular sourc^ of funds, which, on an average, contribute k-^% 
of the total source of funds but varies between 27% to 61^ over 
this period* Share issues and short term debts provide signifi- 
cant amount, ^thou^ Irregularly, to the total funds of the 
corporation* 

ly 

The total resosEfie.f of tlie Corporation have lAtoessed a 
rising trend iacreaj 
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has not been constant as the index numbers exhibits a rise and 
fall oyer this period, 

Fnnds raised from above soiirces have been mainly utilized 

4 

for disbursement of the loans sanctioned by the Corporation as 
more than two-fifths and during a few years even 85^ of the total 
out flovj of ftmds have been used for this purpose. The average ou1 
flow for this purpose is 64^ of the total flow of funds which vari? 
between 41 to 85 percent over this period. The oilier uses of funds 
include repayment of borrowed funds, increase in assets and payment 
of dividend where the repayments of loans from various sources 
involves a significant sum of the total outflows from the corpora- 
tion. The other two uses of funds are not so significant yet very 
regtdar. 


Thus the financial activity of the Corporation has been 

i 

increasing over this period and it serves as a financial inter- 
midiary in the financing of the industries because in order to 
finance the disbursement it mainly depends upon ttie borrowed funds 
from Various sources. 



Chapter ¥II 


PBOCSDTJKE FOR SANCTION AHD DISBt?MEME?rg 

* 

^he Corporation grants loans out of its own ftmds as 
as tite funds placed at Its disjKssal ty the Govemnent of Uttar 
Pradesh under liberalised loans schemes* Procedures followed fo 
sanction in respect of both these type# nf are similar 

although handled separately by different afections of the dbrpor 
tion. The applications for loans varying from one, to twenty la 
are processed by the ’Corporation loan Processing Section’ of 
the Corporation, The Corporation has prescribed three appllcat 
forms t (i) ♦Fora A» for loans between fe. 1,00,000 • 2,00,0<XJ 

<ii) »FoittB* for loans between 2,00 g 000 •^^410,00,000 and (ill) 

/ 

’Fora C* for loans between Rs* 10 , 00,000 *-'201001000. 

The application for a loan should be in the prese 3 ?ibed 
foim applicable ^to it and should be addressed to the Managing 
Director of the eorporation^ If the borrow±i]^>4iits are new und* 

/ j 

takings among the sohediO-ed indusjtries unSer the Indus triei 
CDertlopmeHt and Begulation) Aet, the bomsw®» should^et the 
Sflhtee appibved by the Ministry of Cewaerc®' and Industry, Goven 
meat of laHa;#- They ®3Pe also recEUired to ewplete the formality 
for isfetalnihg ® llo^ee for ^km ®»titblisl»eiit of industrial 
lloeiiie Importijig pHoMst aiid iw*to|j!»ty has t» b®' 
ebtain^ smI the of the Oon^fcOler Capital ^ 

%a seeinred if the borrowing tn 


87 


company for the issue of shares and debentures. 

Ihe General Section of the corporation, after receiving 
the application forms along with other documents duly filled hy 
the Borrower, fom-rards them to the ’Corporation Loan Processing 
Section’. Each application contains, more or less, follod-ng 
types of informations : 

1. History and constitution of the borrowing unit. 

2. Management, capital structure and borrowing powers,; 

3. Informations for the project regarding technical 
or financial collaboratiohs ; manufacturing process; capacity 
and output;' location and particulars of land; ’buildings; constrfe 
ction; equipment; raw materials; 'public utility services; operat 
ing organisation; cost of the project; and means of financing# 

Marketing of the product including; market trends; 
competitors; commer*ial prospects; and sales organisation. 

5* Cost of production, profitability etci, 

In all, the corporation demands nearly thirty-five ^ ' 
irms|n^^o;i4 regarding the above matters. It provides seven 
annexures ikth the application form which intends to furnish 
detailed infomatlonjt regarding balance sheet, profits and loss 
account, statement showing capacity of production, sales_^te.]^ 
of major products, capital cost of the parojeet, means of flnanci 
eiftiwte'# ©f wofliiiit results and cash fl'Ow statement over 
previoimi years % borrowing party ®1»® disclose# the naa^ of 



its bankers anct authorises the corporation to discuss its c: 
standing trith the bank. 

Hecently the corporation has introduced two more a] 
cation forms for transport and hotel industries. The corpoa 
tion has started financing transport agencies for xnirchasing 
less than three tiTucks, Similarly it provides finance to 
categoiy of hotels constinicted in the countiy under the dire 
ions of Hinistiy of Tourism and Civil Aviation, 

On receiving the application, of the ’Corporation L 

Processing Section’ scrutinises it to see that borrowing uni 
1 

is eligible to take the loan from the corporation. 

In case the application is frcaa the eligible indust 
units, a ’Check List’ is prepared vdiich verifies the informa 

1 

The following industries have been declared as *nc 
eligible* for the financial assistance from the jS^orporation" 

Ca) Khand-sari Units 

(b) Rerolling Mills 

(c) Bice & Dal and Flour Mills 

Cd) Hotel which do not ccaae at least under *3 stars 
clas sif ication 

(e) Oil Mills established after 1962 

(f ) Repair work-shous 



89 


mentioned in the application forms and side by side suggest! 

the deficiency of information, if any. Check list is a brl< 

» 

note of all informations mentioned in the application forms 
most of them are mentioned in ’yes’ as ’no’. It also Terifjl 
• receipt of -various docuraents along -^^jith the application. Tt 
unfurnished informations are called for form the party. The 
corporation also demands the processing fees -which may be se 
by the Money Order, Crossed Cheque or Bank Draft payable to 
corporation and informs the party its unability to entertain 
application unless the said fees is realised. Meanwhile, if 
the party faces any difficulty in s-ubmitting any information 
doctaaent, it may approach the corporation and get the proble) 
discussed with the officers concerned. 

The corporation also obtains information regarding 
credit standing of the borrowing unit frcrni its bank. The ca 
is also referred to the approred technical experts'^ for the 


2 

The corporation has appointed few technical expert 
in respect of the following industries 

(i) Pulp ard Paper 
(il) Ceramics an Minerals 
(ill) Fermentation Industries 
(It) Oil and Solvent Extraction Industries 
(v) Plastic & Allied Industries 
Cvl) Heavy ch«Bicals and Fine Chemicals 
(vil) Food & Allied Industries 
(viii) Sugar Industry 
(ix) Electrical Engineering 
(x) Kettalus^cal Industries 
(xi| Me'Ohanical Engineering 
(Mi) . Eee.'toer .and Allied IndiMirles 
(xpi. ) Textile IMinstrles 
gdtw) HectronieS. 
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preliminary technical appraisal of the proposed project. 

» 

In the case of other indnstries the I'anaging Oij 
is authorised to refer the case to any of the expert vjhoa 
considers suitable and tal^e ’expost facto’ approval of tl 
Board, Sometimes soaitable cases are also referred to the 
national Industrial Bevelopment Corporation (IIIDC), Thes 
experts have been drawn from the Indian Institute of Ted 
Directorate of Industries, Government Leather Institute, 
Government Textile Institute Kanpur. After a preliminary 
investigation they si&mit their report to the Managing D3 
of the Corporation. 

After getting favourable report from the technic 
expert and the bank and the desired additional informatic 
the party the case is referred to Ihe ‘Technical Cell’ oi 
c^orporation to undertake thorough investigation in respc 
^of the technical f edibility, of the project. The Assist? 
Technical Of fleer /'wllll Visit the site of the project and 
assess its requirement for raw material, power, fuel, mac 
land, building, labotjr etc. and st&mits the report to the 
Managing Director or liie General Manager of the corporat:; 
The report, If favourable, is teMed over to the ‘Corpor? 
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loan Processing Section* which prepares a mcsnorananm for \ 
Boarfil 

This draft of memorandTim for the Board is 'presen 
heiore the Managii^ Director for his study and reconimendat 
The draft memorandimi alongwith the recommendation is cyclo 
and is sent to every Director before the meeting of the Bo 
After that in the meeting of the Board It Is discussed and 
decision is taken in this regard* 


^This contains the informations regarding the foU 

items t-* 

(1) Introduction# 

Cii) Management of the borrowing tmit# 

(iii) Introdnetion of project containing ^rticmlaa 
the project I procurement of laant and machini 
promirement of landi construction of factory: 

(Iv) Manufacturing process# 

Cv) Production Schedule# 

(vi) Availability of the essential services i#e. j 
ml^ri laboOT, transport etc# 

(vli) Availabililgr of raw material# 

(vUl) Total cost of the project and comments on it#i 

Cix) Binanclal proposals and eotmieiits on it# 

(x) Cost of production and profltiajillty. 

Cxi) Technical viability* 

Cxii) Markets and selllr^ arx«ng@»ents • 

Cxiil) DCtt tfulty imtlo# 

(xlv) Becuafelty its nature and valtie* 

Cxvl Bode ^ djy^ureeisemt*' 

Cacfi) Be«rav«ry »eSiedrd.e* 

' feiteS m& condlttase 
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Loan Processing Section’ vM.ch prepares a mmoTBD&m for the 
BoardI 

This draft of m^orandma for the Board is presented 
Before the Managing Director for his stMy and reconmendation. 

The draft ffiemorandma alongwith the reeoinmendation is cycles tyled 
and is sent to every Director Before the meeting of the Board* 
After that in the meeting of the Board it is dlscrissed and a fina! 
decision is taken in this regard* 


“'This contains the informations regarding the following 

items t* 

(i) Introduction# 

(ii5 Management of the Borrowing mlt* 

<iil) Introduction of project containing particulaj^ of 
the project? procurement of plant and machinery | 
procurement of land? construction of factory Buildi: 

(iv) Manufacturing process# 

^v) Production S^edule* 

(vi) ATailahility of the essential serrlces i*e# power, 
water# labouri transport etc# 

(vli) ATailabllity of raw material* 

(wHi) Total cost of the project and comments on it* 

(is) Finanusial pfoposssls and ^amsent® on it# 

ix) Cost of production and profltaBillty# 

(ai) Technical wiahility# 

Ixli) Ma3fket» and selling arrangiffiients • 

lutl©* 

CrAy) nature and waliai* 

t5Cr) Mod# 

mA wsditissBSe 



In case the application is sanctioned the corporation 
will send a 'Sanction Advise'^ ind.icating the anopnt sanctioned 
accepted use thereof and security offered along with other 
terms and conditions to the party. There are three sets of 
ter^s and conditions. One is applicable to the sole propriet- 
ory concerns^ other is for partnership firms® and still other 
is meant for ^oinb stock companies and co-operatiTe societies? 
The terms and condition are in the printed form which is attach 
ed to the sanction advice with a slight modification, if 
necessary in individual cases. The party has no obligation 
to accept these terms and conditions in total but it is at 
liberty to write to the corporation regarding alteration or 
dropping of any of the terms and conditions. 

Disbursement : 

After the sanction certain post - sanction but pre- 
disbursement legal formalities are to be observed by the party 
as per instructions of the corporation before It can avail of 
the fur^s forifctsS project* Act of releasing the sanctioned 
loan by and by to the party is called disb\irs®ment* The 'loan 
Processing Section' hands over the file to the Disburs®ment 


^See Ai^ndir I 
%e« Appendix 3 ^ 
Appendix, K 



In case the application is sanctioned the corporation 
will send a 'Sanction Advise*^ indicating the acicinit sanctioned, 
accepted nse thereof and security offered along with other 
terms and conditions to the party. There are three sets of 
terms and conditions. One is applicable to the sole proprlet- 

*5 6 

ory concemsj;^ other is for partnership flnss and still other 
is meant for stock companies and co-operative societies? 

The terms and condition are in the printed form which is attach- 
ed to the sanction advice with a slight modification, if 
necessaiy^ in ind.ividual cases. The party has no obligation 
to accept these terms and conditions in total but it is at 
liberty to write to the corporation regarding alteration or 
dropping of any of the terms and conditions. 

After the sanction certain post - sanction but pre- 
disbursement legal formalities are to be observed by the party 



the funds for:i?W project. Act of releasing the sanctioned 
loan by and by to the party is called disbursement. The ’Loan 
Processing iection* hands over the file to the Disbursement 


See Ai^ndix I 
^See Apper^te 1 
%@e kppmMx K 
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In case the application is sanctioned the corporation 

) f- 

will send a ’Sanction Advise' indicating the amopnt sanctioned 
accepted use thereof and security offered along with other 
terms and conditions to the party* There are three sets of 
terms and conditions. One is applicable to the sole propriet- 

Ef 6 

ory concerns^ other is for partnership firms and still other 
is meant for joint stock companies and co-operative societies? 
The terms and condition are in the printed form which is attach 
ed to the sanction advice with a slight modification, if 
necessary in indivldnal cases. The party has no obligation 
to accept these terms and conditions In total bnt it is at 
liberty to write to the corporation regarding alteration or 
dropping of any of the terms and conditions. 

After the sanction certain post - sanction but pre- 
disbursement legal formalities are to be observed by the party 
as per instructions, of the o/orporation before it can avail, of 

P'- / 

the funds for:^t3^ project. Act of releasing the sanctioned 
loan by and by to the party Is called disbursement. The 'Loan 
Processing Section’ hands over the file to the Disbursement 


^See kpsam&tx I 
^See Appendix 1 
%ee Appeid-ix K 
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Section, The 'Legal Cell’ is also adYiscd to open a file in 
the name of the party and to see that the party is complying 
v/ith legal requirements. 

The party, after getting the sanction adrice, may 
write to the corporation for alteration of certain terns or 
for entire elimination of certain imdesirahle conditions from 
the list of terms and conditions. The corporation always 
welcomes such correspondence to come at such terms and condi- 
tions which are agreeble to the borrowing unit, Ameiahnent in 
the terms and conditions is done by the Managing Director of 
the corporation who thereafter obtains the confirmation of the 
Board, Amendments generally sought are in respect of security, 
^..rate of interest, mode of disbursement or repayment etc, 

' The. information regarding accepted amendment is sent to the 
party as well as ’Legal Section* by the ’Disbtirsement Section’ 
of the corporation. 

After this agreement the ’Legal Section’ is adTised 
to ccaaplete rest of ttie-'legal formalities. The ’Legal Section’ 
takes first step in this direction by sending a letter to the 
party asking for the follcwlng documents for the preparation 
of the Mortgage Deed * 

^/' 1* Details of the property offered as security along 
with Its 

' INeeds 'ihd Leaso Deeds' jin original pertainiisg 

to- properties to be mortgaged as 



3* Certified plans of the land and hnilding proposed 
to be mortgaged, and plans of the proposed constructions sanct- 
ioned by the local authorities, 

4, Mutation certificate and certified copy of Assess- 
ment Eegister and the latest housetax and water tax receipt 
from the local authorities, 

5 * In case the factory buildii^ is to be raised on 
the agricultural land, no objection certificate from the Sub- 
Divisional Officer concerned, 

6, A certificate of non-encumbrance from an advocate 
for a period of twenty years in respect of the properties 
offered as security, 

7, A list of plant and machinery certified by the 
applicant, -giving cost price, year of purchase and depi^eiated 
value of each item along with an affidavit under tSie seal of 
1st class Magistrate or a Notary PiflDlic stating that the plants 
and machineries detailed there in are free frcm encxsab ranee, 
order of attachment or injunction from any court* 

8* In case the existing, plants and machineries are 
installed in a rented building full details in respect thereof* 

fj* If, the loan is- to be 'gmranteed by suretiesj letters 

/ 

from. baiikeir' of sureties i^garding their means and credit 
standing or docuiiKiti of title pdrtalnil^ to their properties. 
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10. In case of partnership firms » the partnership 
deed alongwith 'Begistration Certificate’ in original along 
with its copy duly attested by a Government Gazetted Officer 
■under his official designation and rubber stomp* 

11, In case of Joint Stock Companies, an authenticated 
copy of the Articles and Memorandum of Association of the 
company' signed by the chairman und.er the common seal of the 
company alongvrith certificates of Incorporation and Commence- 
ment of Business original as well as copies -thereof duly attested 
by a Government Gazetted Officer -under his official designation 
and rubber stamp, ^he companies are also required to submit 

a resolution authorising the raising of the loan and riming 
the director -who shall execute -the mortgage deed duly signed 
by the chairman of the meeting -under -the common seal of the 
company. 

12* Co-operative societies are required to s-tibmlt a 
Certificate of Begistration in original alongwith duly attested 
copies of -the same* Society is also required to siiteit a copy 
of the Bye laws duly certified by a permanent executive of the 
society alongwith a copy of the resolution for raising the loan 
against the mortgage of the fixed assets of Ihe society and 
naming the officer to execute the meartga^ deed dtCly cer-feified 
by the, chais»h of the meeting* 

' , ' ' ' 1& A loiat iiada Ifaaily has to file an affidartt 
of •the members of the family dedailng the wsm of the 
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10. In case of partnership firms, the partnership 
deed alongwith ’Eegistration Certificate’ in original along 
■with its copy duly attested by a Government Gazetted Officer 
under his official designation and rt&PoeT stamp. 

11, In case of Joint Stock Companies, an authenticated 
copy of the Articles and Memorandtan of Association of the 
company ■ signed hy the chairman under the common seal of the 
ccanpany alongvjith certificates of Incorporation and Ccamnencft- 
ment of Business original as well as copies thereof duly attested 
hy a Government Gazetted Officer under his official designation 
and n&her stamp. The companies are also required to submit 

a resolution authorising the raising of the loan and naming 
the director who shall execute the mortgage deed duly signed 
hy the chairman of the meeting under the common seal of the 
oompany. 

12* Co-operative societies are required to submit a 
Certificate of Hegistration in original alongwith duly attested 
copies of the same* Society is also required to shhmit a oopy 
of the Bye laws duly certified hy a permanent executive of the 
society alongwith a copy of the resolution for raising the loan 
against the mortgage of the fixed assets of the society and 
fiftffiiTig the officer to execul* the TOrtgage deed dtOy certified 
hy the cdialfman of the meeting,!^ 

13 ^ A 5dlht Hindu f^®ily has to file an affidavit 
of all' the mashers of the family declaring Itie of 'the 



Karta vho is authorised to act in this capacity for and on ' 
behalf of fajjiily for raising loans against the mortgage of 
the properties of the family. 

Specimen signattires of the executants duly attes- 
ted by a 1st Class Stipendiary Magistrate under his court 
seal or a scheduled Bank under its rubber stamp. 

15 , In case of Small Seals Industry an affidavit 
duly S¥om before a 1st Glass Stipendiary Magistrate or a 
Hotary Public that the concern is on a small scale and that 
the capital inveslanent in it does not exceed Es, 7#? lakhs. 

All the borrowers are not' expected to be well-'Tersed 
in all the above legal documents to be stOsmitted to the Corpo- 
ration, IThe »Legal Section* offers readily a helping hand to 
the borrowing units in securing these documents from various 
sources. When all the desired papers or documents from the 
party are found to be in order the Law Officer prepares a 
Mortgage Deed and gets it executed by the party concerned. 

The party is called upon for execution of Mortgage Beed on the 
date fixed by mutual understanding. On behalf of the corpora- 
tion the general. manageP| the loan officeri the law officer 
•or ihe assistant secretary is authorised to get the Mortgage 
Deed executed.^ S1»p at the rate of 17 for the deed as such 
plus 'fe* 1!? p®lr <»■ the ' saoacti^med amount is fixed upon 



97 


After execution the Mortgage Deed is submitted to the 
Siib-Begistrar for registration. Any superintendeiit of 
corporation may be required by the above officers to go and see 
the process of registration of the Mortgage Deed, The borrowing 
party pays the registration fees at the rate of Ks* 11 Tor the 
first thousand and fe, 5 per thousand for the remaining amount 
of the sanctioned loan. In case of companies within 21 days 
of the execution of the Mortgage Deed, thecompany will get the 
charges registered with the Eegistrar of companies of the state. 
The Registrar, after registration of charges, will issue a 
♦Registration’ Certificate’ to the compa^, which wlli tse submi- 
tted to the corporation* The Registrar keep the document 

and issue receipts where in due date fore collection of the 
mortgage deed is mentioned. The corporation also requires assets 
mortgaged as security to be instired with the Life Insurance 

Corporation of India as well as with the approved insurance 

8 

ccmipanies in Iniia. 


^Following is the list of insurance cempanies in India 
’sdJich were approved by the corporation in this regard! 

1, Sterling General Jnsuiwce Ck# Ltd, 

Calcmtta Insurance Co. Ltd. 

3, Jupltar General Insurance Ccwi^ny of Ij^a, 
l^iarat G«seral Insurance Company of India* 

% British India General Insurance SRpIoyee 
Fend*, 

d, Rtfey General Insurance Co# Ltd. 

f l Heroes Insurance Co, Ltd', 

, BSiw Great Insurance Company of India, 
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After the execution of the raortcafe deed following 
three docments are demanded from the party 

(a) Final affidavit of lion-encumbrance on the usual 
stamp paper duly swora before a Hotary Public or a 1st Class 
Stipendiary Magistrate under his court sell for which draft 
is supplied by the corporation to the party. 

(b) Final Mon-encumbrance certificate from an advocate 
after the date of the previous certificate and upto the date 

of the final execution of the Mortgage Deed* 

(c) Income-Tax clearance certificate* If the amount 
of the loan is more than Rs, ^0,000 the Sub-Eegistrar requires 
this certificate at the time of registration of the mortgage 
deed* Drafts supplied by the corporation in. this respect need 
not be rigidly: followed. The party is at liberty to alter it. 

The Daw Officers prepares the Mortgage Deed in 5 copies at the 
cost of the party which is at the rate of Rs. 20 per copy. 

After completing all thes@-l.egal fotmaHties-pv thS 
*Degal Section* prepares a legal. Mote and send it to the •Dis- 
bursement Section’ of the corpor*iilon. Then this section proceeds 
to releave the first instalment for ^ch it prepares a ’First 
Payment Mote? 

ijifo»atioa» are'twpaliy given in 
the First , , 

(1) address of the hoirowing unit#' 

(ii) iQpise ^ - 
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On tlie basis of this ‘First Payment llote* the first 
instalment is disbnrsed to the party by the Accountant as per 
instructions received from the Managing Director through the 
Disbursement Section. 


(iv) Management and executor of the mortgage deed. 

(v) Dotal cost of the scheme and means of its 
financing. 

(vi) Amount and date of sanction* 

(Til) Security. 

<vlil) Report of the predisburs«nent inspection. 

(ix) Report of the bank on the credit standing of 
the borrowing units* 

(x) Execution and registration of the mortgage deed. 

(xl) Mode of repayment of the loan. 

(xii) Mode of payment of interest and its due date. 

Cxiil) In case of the company, registration of charges 
aXongwlth number and date of registration 
certificate. 

(xiv) Details of the documents submitted, 

(xv) CoffisltiBent levy aM its applicability to the 
concern. 

(xrL) Certificate of Daw Officer or Deputy Daw Officer 
regarding legal validity of tii® loan sanctioned 
wJer this scheme and execution and registration 
of the mortgage deed. 

(xvli) The Seneml Manager als® puts fawurable 

adatioii for releasiing tiie first imtalmen-l# 

(xvtli) The Itae^ing Director orders the Acc<»taat t® 
ieew s»d verifies th# da^ of peyment 

of prinsif^ and , interest and ccmfistts' me 
of legal fees. 



100 


After the disbursement of the first instalment when-* 
ever the party completes formalities and applies for further 
disbursement the Disbursement Section prepares ’Subsequent 
Disbursement Note"'? 


10 

The subsequent Disbursement Dotes usually contain 
informations regarding the following items s- 


(i) 

(ii) 

(iii) 

(It) 

(t) 

(vi) 

(yH) 

(Yiii) 

(lx) 

<x) 

(xi) 

(xil) 

(xiit) 


Amount of sanction of original as well as addi- 
tional loan. 

Purpose of the loan and subsequent revision 
thereof. 

Amount disbursed upto that date* 

Scheme of the project in original as well as- ' 
revised one. 

Amount borrowers were required to invest* 

In case the land is tahen on lease its particular 
and amounts paid by party as well as the corpora- 
tion is stated* 

Security offered at the time of the last disburse- 
ment. 


I'Jhether the party has requested for retirement of 
various bills, if so particular of bills and 
names of supplier* 


Brief record of technical officer’s report who 
visited the site of the factory regarding the total 
investment in tlarTps^oject at the time of apiai- 
catioh for sxfc sequent disbursement* 


IToudhers presented by the party for the utili- 
sation of already disbursed amount* 


Investment of the party alongwith the balance 
■fetoich thi^ should invest in the project. 

Security to be offered for further dlsburseaient* 

GonditiQ®» regaidlng the wlease of the loan* 
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Such notes are prepared every tine the dlshursenent 
is to talce place. Every time imder the order of the Kanaping 
Director the Account Section prepares the cheque for dlshurs- 
ing the amount. 


(xiv) Instruction to Account Section to ensure before 
the proposed disbursement that there are no 
overdue s and no amount is due from them as 
expenses etc, 

<3cv) Instruction to Insurance Section to ensure before 
the proposed disbursement that the insurance is 
upto date and is according to the security. 

(xvi) General Manager puts his recommendation for 
further disbursement, 

(xvii) Managing Director issues order to the ‘Account 

Section* to issue a cheque of appropriate amount 
to the party, 

(xvlii) Becord of action taken by the insurance section, 

(xix) Eecord of the action taken by the post disbur- 
sement section, 

(xx) Becord of the action taken by the Disbursement 
Section, 



Chapter Till 


OPERATIOITAI. ASSESS^ffiNT OF THE CORPOMTIOH 


The corporation, being mainly a term lending institix- 
fcion, runs four loan schemes namely *Loan Schemes from Own Funds’, 
’loans and Grants Schemes’, ’Liberalised loan Scheme* and ’Cold 
Storage Loan Scheme’ the latter three schemes being run under 
the agency agreement with the Uttar Pradesh Government, It also 
^ives gtiarantee for loans and advances but this is notjvery 
Important function at present, It has also not undert^en the 
underwriting business up till now, although it has been authorised 

f 

for ihe same. The loans granted by the g^'orporatlon may be 
classified as follows s- 


Loans 

S 

I 

I 



I 

t 

f 

Corporation Loans 


i « 

Liberalistd Loans Cold Storage 

Sehsiss 


t 

I 

I 

I 

Agency Loaiu 

I 

I 

I 

I 


t 

I 

\ 

Loans and Grants 
GehemMi 




Same of the Scheme Applications 

Sanctions 

Percentage 

Corporation Loan Scheme 



68.? 

Liberalised Loan Scheaae 

9^3 

h.78 

22.? 

Loans and Grants Scheme 

Nil 

Nil 

Nil 

Sold Storage Scheme 

96 

1.03 

h»8 

Dredit Guarantee Schmae 

2 

♦88 

h,2 


. Source s Amusl Report of the tJttar Pradesh Financial 
„ ; Corporation for the year 1969"*7S« 

p ’ ^ j 

* ’ ■ The table shows that anounUrlse the ctorporatlon^s own 

/ / 

loans are more iKspnlar 'idiere as mmiberlitise such popularity goes 

to the agency loans* It is because most of the f^brporation 

/.> fi 

loans are of hitter demowinatioifjs ranging f^i"©!!© laMi to twenty 
lacks -^ere as agency loans have dencminations betwen fe* 15|000 
to 1,00,000 oiily* loans ^oid Grants Seh^^ introduced recently, 
ms contributed imthing as previously it was run by the Blrector- 
it« of Industrie#^ Gorer»«at of Uttar' Pradesh* Cold Utora®e 

tm by yA^poratlott under the ^r^went i4.th 

/ '' 
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the Department of AgrlcifLture , Government of Uttar Pradesh, has 
been discontinued recently. Credit guatrantee, though still 
continuing, has contributed least in the total financial accomo- 
dation provided by the corporation. It also reveals that the 
corporation provides financial assistance mainly in the form of 
term loans which is 95*8/^ of the total assistance. This fact 
makes the corporation mainl.y a term lending institution. Let us 
analyse each scheme individually t 

Cornoratlon Loan Scheme s 

This is the main scheme run by the corporation where 
the loans are granted out of its own funds collected from various 
sources. The position under this scheme is as follows j - 



(fig. In lakhs) 
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The table reveals that there is a stid.den es:pansion in 
sanctions of loans to the industrial laiits in recent years. 
Applications dealt with every year has shown an increasing trend 
over this period. There is increase in nmber as well as anount 
of financial assistance;’ provided by the corporation. There is 
more than three times increase in number and nearly five times 
Increase in the amount of applications seeking financial assistance 
from the corporation. Similarly the assistance sanctioned has 
also gone up numberwise nearly five times and the amountwlse more 
than five times during this period. Sli^t increase in the number 
of rejected applications and almost constant number of cancelled 
ones clearly indicate that the corporation is following a liberal 
policy in respect of sanctioning the loan. Moreover the forma- 
lities were also made easier on account of which ntmiber of rejec- 
ted cases has declined, 
f'*' * - 

Oonstitytionwisei analysis reveals that the partaiership 
'irms arei^/'jaost popular borrowing unit with the Corporation. 

’.t is followed by the sole proprietary concerns, public and 

rivate companies, co-operative societies and joint Iflndu family 

■ c!.., 

nits ;irespectivelyw . Becently the ^i^rporation has dropped joint 
indu family concerns from the list of borrowing units 

le to some difficulty regarding ownership of properties given 

C- 1 

i security. The eor|x>ration has sanctioned aM disbursed 
.mnolal assistaace to various types of borrowing units 


*9 as fdlow9 ***•• 
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TaTsle 8.3 

tosltlon of Various Borrowing Uirltg 
(H". In crores) 


Constitution of 
Borrowing units 

Ho. Amount 



disbursements 

Ho . Amount 

-UlA W4. V4. / 

Oatsiandipyg 
Ho. Amount 

Partnership Firms 

151 

3.03 

1'i6 

2.07 

93 

1.34 

Private Companies 

75 

2.45 

71 

2.C4 

53 

1.08 

Proprietors’- Concerns 

72 

1.10 

ha 

0.50 

32 

0.33 

Public Companies 

^8 

>,00 

39 

2.65 

35 

1.85 

Joint Hindu Family 

8 

0,09 

8 

0.09 

7 

0.0? 

Co-operative 


0.61 





Societies 

If 

2 

0.21 

2 

0.19 

Total s 

358 

11.28 

284 

7*56 

222 

ii* Q|:|- 
^ e onr 


So-urce * Amual Report of R. P. Financial Corporation 
of March, 1970* 

The table explainB that ntimbei^se the hipest priority 
was given to partnerehip eeneems followed by private 
companies I sole proprietary rcnits and piiblic limited ccepanies 
etc* Hie amonntwls® petolic companies are getting first place 
followed by the partnership firms, private companies and sole 
proprietoxy eoncerai /respectively. Hie average amotmt of aancttoi 
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to the public companies is the highest which declines in case 
of private companies, partnership firms and sole proprietory 

m 

concerns respectively. 

Similarly in ease of the disbursement of the loans the 
highest amount has gone to the public companies followed by the 
partnership firms, private compares, sole proprietary concerns 
respectively. Towards the end of March 1970$ the corporation 
has disbursed Rs. 7*?7 croces on 284- applications which is nearly 
67 percent of net amount sanctioned. 

The corporation has provided assistance to both the 


small as well as the large scale industrial units. There posi- 
tion upto March t 970 is follows :• 

Table 8.4 

Fiamncial Assistance te Small And LarFe....GQ.nce.m& 




Bsm- 

in crores ) 

Scale 

Sanction 

Disbursement 


No. 

Amount 

No. 


Amotmt 

^all Scale 


4.00 

178 


2.2^ 

y 

large Scale 

117 

7 . 29 / 

106 


5.32 

Total t 

358 

11^29 

2^ 


7.5? 


f AbwwI Bepart af P. Firsweial 
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The table rereals that oat of the total namher of 3^8 
sanctions 2h'\ has gone to the small scales anlts and only II 7 
goes to medim and large scale imlts. -Amotmtvlse sanctions 
to small Scale imits is only 35 percent -vdiereas for medium and 
large scale ttnits it is nearly 6? percent of the total sanction. 
Similarly, the position of dishnrsement to meditm and. large scale 
units is also tetter as compared to that of the small scale 
tmits "because the corporation has dishursed only % percent of 
sanctioned amount to the small scale units hut the same for 
large scale units is 73 percent. In respect of the sanction ' 
this tendency may he usual as the small units can not talce larger 
loans hut the disbursement presents an unnatural trend and shofvrs 
negligence on the part of the corporation. During jbecent years 
there is^/ sudden rise in number aiKi amount of sanction to Small 
scale units uhlch indicates that the policy of iiie corporation 

has undergone change in favour of the small scale units, 

d 

Since its inception, the corporation has sanctioned 
applications of varying denominations iitiich have been as 
follows J- 
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Table 8.5 

Denomination of Assistance Sanctioned 

’3. in lakhs) 



Cf 

Limits of loans 

lumber 

Amount 

Percentage 

Below Es, 25,000 

15 

3.00 

0.3 

25,000 - 50,000 

20 

8.31 

0.7 

50,000 - 1,00,000 

37 

32,(U 

2,8 

1,00,000 - 2,00,000 

IM 

217.05 

19.2 

2,00,000 - 5,00,000 

90 

300.71 

26.6 

5,00,000 -10,00,000 

ho 

297*51 

26.^ 

10,00,000-20,00,000 

15 

270.75 

2ii-.0 

Total s 

358 

1129.37 

100 


Source ! Aimual Report of the U.P. Financial Corporation 


March 1970* 

The loans helow &* one laMi has been least popular with 
ihe Corporation as it is merely 3*8 x^ercent of the total amonjtt 

i 

auctioned* Moreover these are exceptions to the s*ecent| accepted 
imits of the loans provided by the corporation which is between 

I 

ne to ^enty lakhs of rupees,.- Such loans were sanctioned at 
le earlier stages of Ihe develoiment of the corporation* 
Mberwise most popular denraoination of the loans of the corpora- 
Lon lies between mm to two liddte but aaountwlse d«0«aina* 
j&m b®tii»en. 1»' to five lekhs are getting this pOLace* learly 


4, 
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one - fourth of loans have a denomination above ten laWis of 
rupees which has gone to 15 industrial xaiits situated in U.P. 

The corporation has provided financial assistance to 
358 units of ninety eight industries in Uttar Pradesh. Ihe 
contribution of the corporation to each industry is as follows : 
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Table 8 *6 

Position of Financial Assistance to Varlotts Industries 


^ (Ks> in laMis) 


Industries 

Ho. 

•'Amount 

mn 

Amount 

Percentage 

Cold Storage 

63 

99.36 

58 

86.23 

86 

AgricuLttiral Implements 19 

29.73 

13 

16,66 

57 

Sugar 

18 

99.77 

17 

79.27 

79 

Printing Press 

12 

?5.17 

10 

19.00 

76 

Paper and. Straw Board 

10 

36.ii'0 

9 

30.40 

83 

Drugs & Pharmaceuticals 8 

23.02 


26.30 

70 

Spare parts of Machine' 
rles 

8 


7 

12,03 

86 

Hotel 

8 

9.02 

7 

5.10 

57 

TransJ>orts Equipments. 

7 

11.25 

7 

; 9.90 

90 

Kotor Cycle 

7 

26.05 

6 

22,15 

85 

Canning and Preserving 
of Fruit 

6 

21.70 

5 

11.23 

51 

CulCLery lochs 

6 

8.97 

6 

8*97 

100 

Iron and Steel Castings 6 

18,95 

3 

13.86 

73 

Iron and Steel Structu 
rals 

6 

30.50 

6 

30.50 

100 

Gas Manufacture and 
Distribution 

5 

1^.75 

5 

14.75 

100 

Math^atical Surveying 
and Drying Instrument 

5 

6.73 

5 

5.98 

90 

?4etal Ware and Utensils 5 

7.77 


4^96 

70 

ttre Glass and. other 
products 

5 

10.96 

1 

4.30 

39 

Elastic Moulded Goods 


10.68 

2 

3.43 

31 

fiacellaneous 


63H.12 

106 

361.67 

57 

Total t 

358 

1129.37 

28^f 

756.69 

67 


t ArnmA BiWff »3f to Finanoial Corporation for 
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The top priority is given to the industries related 
to agriculture where cold storages are getting top place followed 
by the units producing agricultural implements and units engaged 
in sugar industry. This is consistant with the policy for 
agricultural development of the Uttar Pradesh Government. The 
table also »eveals that the corporation has covered more than 
five units in each of the 19 industries out of exhaustive list 
of 98 industries in all. In respect of rest of industries the 
corporation has sanctioned one to four applications. The corpo- 
ration on an average, has disbursed nearly (fjfo of the total 
amount of sanction but such proportionate disbursement has been 
different for different industries. Out of 19 industries getting 
ma^or financial help in 15 cases the amount disbursed has been 
more than 6? percent which rose to even 100 percent in a itm 
cases. Thus in four eases the disbursement percentage to the 
sanction has been less than 67 percent. Except tliese 19 indus- 
tries the corporation, on an average, has disbursed 57 percent 
of the amount sanctioned. 

Similarly district-wise allocation of total financial 

help provided by the fiorporation shows that such help is concen- 

/ 

trated in a few districts. Out of the 5^ districts In Uttar 
Pradesh the corporation could send the mission of financial help 
only to M districts* imongst these 41 districts, 10 districts 
are getting substantial i^rt of Ihe financial assistance, itoere. 
In each I more than 10 units have been financed by the co'rporaticn* 



Kanpur, Meerut and Yaranasi are the three districts which are 

* 

getting 35 of the total financial arristance. This indicates 
the concentration of financial assirtance to industrial units 
in a few districts only which is as follow 
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Districtwise 

Table 8.7 

Sanction of Loans and Adrances 



( 

0 

k: in lakhs) 

Districts 

Mo. of 
units 

Amount 

^ of Total 

Eanpnr 

50 

87.^9 

8.75 

Meerut 

51 

213.18 

19.25 

Varanasi 

38 

82.31 

8.50 

Lucknow 

28 

97.00 

9.40 

Aligarh 

21 

38.25 

3.40 

Allahabad 

20 

95.^-1 

6,90 

Karadabad 

II4- 

19.95 

2.00 

Agra 

11 

25.95 

2.50 

Bareily 

11 


2.40 

faharanpur 

10 

17.91 

1.90 

Dehradun 

6 

27.79 

2.30 

Farrukhabad 

6 

10.43 

1,10 

Gorakhpur 

6 

38.35 

2.90 

Nainital 

6 

15.00 

1.20 

Eadaun 

6 

15.15 

1.20 

Bulandsahar 

5 

24.21 

2.25 

Rampur 

5 

22*65 

1.85 

Etah 

5 

18*95 

1.65 

AH others 

52 

255*14 

21.95 

Total * 

358 

1129*37 

100 

•1 


gcmro© s tofmal Heport of -Ki® U*P. Fimnoial Corporation 

for Mas^ 1970* 
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The table shows that tliere are in all eighteen districts 
where r:ore than 5 wiits have been assisted financially by the 
corporation. I'any eastern and hilly districts h-^.ve been irnored 
or fi-’-en verj’^ neagre financial assistance by the corporation. 

Cn an average districts getting financial assistance should 
roughly get 2.5 percent of the total assistance, but five distr- 
icts vGve gi^^Gn three to eight tires nore than the above normal 
financial assistance. Apart from this, leaving aside six distr- 
lets getting below normal or nigligible assistance of the corpo- 
ration, Eighteen percent avssistance of the corporation has 
gone to the b!eerut district alone. lucknow, r‘a.npur, Taranasi 
and Allahabad are the other districts comrranding substantial 
financial assistance from the corporation, fuch uneven distri- 
butlon of financial assistance does not show anj’- .td.? If xd. negli- 
gence of the corporation, but it is on account of the relative 
industrial development of every district. Ghaziabad (Meetur) 
Kanpur and llaini (Allahabad) are main industrial areas of the 
state and must therefore comit’and greater financial assistance 
than other districts of the state which are comparatively less 
developed. 

After the loan has been granted the recovery of the 
same starts after two years from the date of disbursement of 
the first instalment# The recovery is done by annual instal- 
ments which is managed by the Account fectioiTof the^dbrporatlon 

/ 

The borrowing units are expected to deposit the instalments 
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themselves on the due dates, llic position of recovers" of the 
loan over a period of eifht years has heen as follox/s 


Table 8,8 

Position of Beeoverv of the loans 

(El. in lalshs) 


Tear 

Amount 

outstanding 

loans 

in Arrears 

Index 


Amount 

Percentage 

loans 

Arrears 

1962-63 

120*98 

2.51 

2,00 

100 

100 

1963 -6b 

1^7.70 

3.86 

2.4 

130 

154 

196b-65 

212*31 

3*99 

1.9 

176 

159 

196?-66 

269.11 

,7.61 

2.9 

222 

303 

1966-67 

308.b2 

17.63 

5.7 

255 

702 

1967-68 

331.33 

21.58 

6.5 

274 

860 

1968-69 

375.13 

14.88 

^.0 

310 

581 

1969-70 

b87,22 

15.^1 

3.0 

402 

622 


&otirce : Amnial Reports of the tJ, P. Financial 
Corporation for th® above period. 


The table reveals that the araoTmt of loans and advance 
outstanding towards the end of every year, have been constantly 
increasing ■which is a natin^al trend and shows an expansion in 
the credit activity of the corporation* On the other hand 
arrears are also Increasing i&ich has been ranging fre® 2 to 
6.«5 percent of the loans and advances outstaiiding* The 
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proportion of loans in arrears has been constantly increasing 
upto the year 1967-68 which shows a slight irprovem^nt during the 
year 1968-69 when the above proportion declined to h percent 
from 6.5 percent in the previous year. This has further declined 
to 3 percent in the subsequent year. 

The comparison of index number of outstanding loans 
and ad''»'ances with the index number of loans and advances in 
arrears has shown an adverse trend as the index number of out- 
standing loans and advances has increased upto 402 while that of 
the arrears have gone up even upto 860 during the year 1967-68 
which declined subsequently but further increased during the 
year .1969-70. This shows the need for strengthening the ’Becovery 
Cell’ of the corporation. The corporation has concentrated 
much attention to the sanction of the loan and ignored the 
recovery of tbe loan which is equally important. 

Apart from the above default in respect of the principal 
loans, there is default in respect of the interest earned by the 
Corporation, Ovei^ue interests on loans earned by the corporation 

i 

has been increasing \djlch is as follow® j- 
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# 


TaMc n.9 

Position o:^ Cvrrr’ue Ir teres t 
In lalths) 


Year 

Interest 

earned 

Interest 

overdue 

Percentage 

Index 

Humber 



Interest 

earned 

Interest 

overdue 

196P-63 

7.16 

1.02 

14.2 

100 

100 

1963 -'4 

3.55^ 

1.10 

12.9 

120 

108 

196^^-65 

11.72 

1.27 

10,9 

167 

125 

1965^66 

18.98 

3.^9 

18.4 

270 


1966-67 

23.69 

5.49 

23.2 

338 

540 

1 967-68 

P7.10 

6.96 

25.7 

387 

680 

1 968-69 

28,67 

9.95 

34.7 

b09 

980 

1969-70 

34.17 

m.8^- 

46.4 

408 

1 ,460 


Source : Armtial Reports of tlie R.P. financial 
Corporation for the above years. 

The table shows an increasing trend in the amount of 

# 

overdue interest cr^rer the above period* Relatively the percent- 
age of the overdue interest to the amount of interest earned 
has declined upto the year 196^-65 but afterward® it has increa- 
sed rapidly* . Towards the end of 1969-70 this was 46.4 per- 
cent of the amount earned by way of interest* This shows 

» 

inability of the corporation to realise the amount of interest 
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on dne dates. Z'hls inefficiency has teon increasing ovef recent 
years which again.' emphasize the need for having som§ section 
in the corporation \^hose functions should be concentrated 
upon the collection of money due to the corporation. 

The inder number of the Interest earned and interest 
in defa\£Lt, have been inerrasing over the period under consi- 
deration. TJpto the year 196^4—65 the index number of the 
interest earned has been increasing at a faster rate than the 
rate increase in the interest in defaiilt but onvrB.rds the 
position has been reverse. Towards the end of 1969-70 this 
increase in the interest in default has been nearly ri’'’'e times 
of the increase in the interest earned on the loan. This may 
make the financial position of the corporation unsound. 

li^berallsed loan fcheme : 

The corporation has been running this scheme aver since 
under the agency agreement with the Government of Uttar 
Pradesh T*tolch places funds from time to time at the disposal of 
the corporation out of which loans are sanctioned on the appM- 
cations received by it duly recommended by the Plrectorate of 
Industries, Kanpur, The position of funds jlaced by the Govem- 
ment, loans granted and funds remaining idle with the corpora- 
tion have been as follovjs * 
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Table 8.10 



Position 

of .tinds 

Placed Pnder this S 

oheine 






( 

• 

b. In lairhs) 

Tear 

I tinds Placed 

loans 

Granted 

Idle,, 

I'nindi 


Durinff 

the 

year 

Total 

Purina 

the 

year 

Total 

Ancimt 

Percent- 

age 

1S56-!j7 

69»oo 

65.00 

4.63 

4.63 

60.37 

92 

1957-58 

— 

65.00 

13.^! 9 

18.12 

i<6,88 

72 

1958-59 

— 

65.00 

12.65 

30.77 

34.23 

52 

1959-60 

10.00 

75.00 

12.29 

F3.O6 

31.94 

li3 

1 960-61 

2^,00 

100.00 

20.04 

63.10 

36.90 

37 

1961-62 

69.16 

169.16 

14.64 

77.74 

91 .i-sa 

54 

1962-63 

— 

169.16 

13.60 

91 .3^ 

77.82 

46 

1963-6^!' 

— 

169.16 

13.09 

104.43 

64.73 

39 

1964-69 

— 

169.16 

17.77 

122.20 

46 . 96 

28 

1965-66 

... 

169.16 

25.17 

147.37 

21 .79 

13 

1966-67 

17.00 

186.16 

23.46 

170.83 

15.33 

8 

1967-68 

27.11 

213.27 

29.82 

200.65 

12.62 

6 

1968-69 

35.50 

248.77 

29.91 

230.56 

18.21 

7 

1969-70 

64.00 

312.77 

36. C4 

266^60 

46.17 

15 


Source i Annual Report of the U. P. Financial 
Corporation for Farch 1970« 
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Tile table shows fh'-t the 1»tal loans sanctioned have 
been constantly increasing since the inception of the scheme 
but huge oJEoimt of funds were also lying idle with the corpora- 
tion. /ilthough on account of increasing popularity of the 
scheme the amount of idle funds have been decreasing constantly. 
The coverage under this scheme has been increasing through out 
the period of its existence. Industrial units belonging, to 
increasing number of industries are provided with the financial 
assistance under this scheme where tlie corporation sanctions 
loans ranging from F% l^jOOO to F". 1,00,000, It is primarily 
meaat to serve as a good source of finance to the small scale 
industrial units. The corporation, upto Inarch 1970 sanctioned 
loans to 953 "units of the state but many of these units declined 
to withdraw such sanctioned amount, hence the total number of 
effective sanctions on that date were 7"^ 5 only. 

The loan applications received, sanctioned and disbursed 
tmder this scheme are as follows 
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Tal'je 3*11 

Position o~r ATinlicatlon Gonslderecl 


Tear 

Pending 

Peceivcd 

Total 2 

'‘anctioncd 

Rejected 

'ir 

Cancell- 

ed 

Applica- 

tion 

3^e turned 
to 8.1 

1963-64 

16 

81 

97 

1|3L|, 

1I| 

31 

196^-65 

8 

129 

137 

5^ 

20 

1 

1965-66 

62 

95 

157 

61. 

16 

4l 

1966-67 

39 

82 

121 

61 

36 

0 

1967-68 

2h 

71 

95 

48 

27 

0 

1968-69 

20 

75 

95 

5! 

25 

0 

1 969-70 

16 

251 

267 

173 

21 

0 


Source 

: Annual 

Reports 

of tlTD u. 

P» ‘inancial 


Corporation for Farch 1970* 

The tab3,e ir«?icates that the corporation has sanctioned 
an increasinr nmbcr of ai'^plications since the inception of the 
scheme and continues to get an increasing. number of applications 
from large nrcmber i6f industrial units of the state* The dorpo- 
ration has also cancelled or rejected an increasing number of 
applications but its relative position during recent years has 
shown ttoraiendous improvement as relatively lesser nmber of 
applications are rejected or concelled out of the total, number 
of applications considered* 
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After laie sanction loans are disbursed in the same %mj 
in ¥hich loans from corporation's own fimds are dlFbursed. 

The disbursement totally depends upon the applicant units 
because as and when liiey put a demand upon the corporation on 
the basis of construction work completed or other fixed assets 
created, it is disbursed. The disburssmsent position under the 
scheme can be analyed taking into account the applications 
sanctioned and the position of fmds placed by the government 
at the disposal of the corporation idilch is as follows i- 





Table 8.12 


Position of Disbiirsenent Under Liberalised Scheae 


(Pi. in lakhs) 


Year 

Fund for 
the year 

Sa 

notion 

Pishursenent 



No. 

itaount 

No. 

Amount 

Percent- 
age to 
Fund 

Percent 
age to 
sanctio: 

1956-57 

65.00 

105 

31.23 

20 

^.63 

7 

15 

1957-58 

60.37 

71 

27.00 

39 

13.49 

22 

31 

1958-59 

46.88 

50 

17.38 

48 

12.65 

27 

40 

1999-60 

Mi-. 23 

60 

23 .48 

47 

12.29 

28 

43 

1960-61 

56.94 

81 

39.02 

911. 

20,04 

35 

45 

1961»62 

106.06 

42 

24.36 

35 

14.64 

1l,. 

48 

1962-63 

91.42 

41 

20.27 

36 

13.60 

15 

50 

1963-64 

77.82 

44 

20.63 

28 

13-09 

17 

51 

1964-65 

64.73 

5^1- 

34.32 

36 

17.77 

27 

51 

1965-66 

46.96 

61 

42.05 

49 

25.17 

54- 

53 

1966-67 

38.79 

61 

^:2.36 

37 

23.46 

60 

53 

1967-68 

42.44 

48 

33*42 

43 

29.82 

71 

56 

1968-69 

48.12 

5^- 

36.06 

51 

29.91 


60 

1969-70 

82.21 

173 

^.82 

82 

36.^. 

' kk 

T^T 

60 


Source J Annual Heports of the TJ. P. Financial 
Corporation for tJie year 1969’*704 
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Ihe table shows an oirer all ImpKJvement in the above 

disbursement position. The percentare of disbursement to the 
• • , ^ 
total funds available at the disposal of the corporation has 

been very nominal but increased subsequently although not 

continuously. The percentare of disbursement to the sanction 

has been increasing continuously which Is calculated on the 

emculaidve amount of sanction and disbursement because whatever 

disbursement is done during any year that inclraies the amount 

of disbursement in respect of sanction of the previous years. 

It was nearly 15 percent at the time of introduction of this 

scheme but increased to 60 percent during the year 1969-70, 

Industry-wise Financial Assistance s 

.1 

Though the dorjKjration has sanctioned financial assista- 
nce to as mai^ as 715 industrial units uhich belong to 128 
industries. Out of these 128 industries only first 20 industries 
are taken into account where the sanction! in each case, exceeds 
fe, 5 lakhs. 
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Table 8*13 



Sr, Hame of Industries Sanction Disbursement 

Ho, — — 

Ho* Amo^^nt % to Amount to ^ to 

total total sanction 


1 • Sugar (including 
Kbandsari) 

63 

28.29 

8.0 

27.07 

10,1 

96.7 

2. Agrtcultural Iraplem 
raents 

55 

27.70 

7.7 

15.01 

5.6 

53.6 

U General items of 
machinery 

if8 

20.66 

5.8 

18.68 

7.0 

90.0 

Metal ware and uten- 
sils 

27 

15.1^ 

4.2 

14,03 

5.2 

93.5 

Paper Board and Straw 
Board 15 

10.38 

3.0 

8.99 

3*4 

88,5 

, Textiles Dyeing 
BleacMng etc. 

30 

9.03 

2.5 

8.23 

3.1 

91 .4 

, Pressure cookers 
Steel Sheets etc. 

12 

IM 

2.1 

4.60 

1.7 

62.1 

, Canning and Preserv- 
ing of Fruits 

13 

7.23 

2.0 

6.58 

2.4 

91 .4 

, Bolts, Huts, Hails etcl5 

7.19 

2,0 

6.04 

2.3 

83.9 

»* Iron and Steel Pipe® 11 

6.95 

1.9 

6.00 

2.3 

85-7 

* Transport Equipment 

'jlf 

6.64 

1.8 

3.51 

1.3 

53.2 

. Fertilizer® 

Ilf 

6*61 

1.8 

6.61 

2*4 

100.0 

* Drugs and Pharmaceu- 
^ tlcals ^ 

12 

6.33 ‘ 

1.7 

4.25 

1 .6 

67.5 

* Iron and Steel Cast- 
ings Barging 

10 

5.80 

1.6: 

5.80 

2.1 

100.0 

♦ Electric Cables and 
Wires 

10 

5.57 

i 

1.5 ' 

3.06 

m 

55*^' 

t Chiimwaafe and PottetyiO 

5-45 

1*5 

#‘*41 



Bon® for Boilers 
, Die»| l^aff Cutters ' 

7 

5.35 

1*5 

§^w 

1.1 

57.3 
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The ahore 20 industries are comrrandinp, nearly 55 ?^ of 
the total sanction. The table reveals that 4 ton industries are 
gettinc none than 2? percent of total sanction under this scheme 
and the top position is occupied hy those industries which are 
based on agriculture. Out of the total number of 715 units 
getting financial asr-istanco under this scheme, 396 units bclorg 
to top 20 industries. The disbursenent position has also revealed 
a favour for these 20 top industries as 57-7 percent of the b.--"-:- 
total disbursement upto the year 1 969-70 has gone to those indus- 
tries and only the remaining percent has been disbursed to 

rest of 108 industries. On an average these top industries are 
getting the disbursement eqxial to 78.2 percent of llie financial 
assistance sanctioned although in twelve cases the disbursement 
has been even more than this average percentage and has been even 
100 percent in two cases* 

'I 

) 

The c^orporation under this scheme sanctions financial 
assistance to prii’^ate and public limited companies partnership 
firms, sole proprietorship concerns and registered co-operative 

societies, Previously the corporation was granting assistance 

/ 

to joint Hindu family concerns but now on account of certain 
legal difficulties in connection with ascertaining the ownership 
of the assets offered as securities it ceased to grant financial 
assistance to thm* Similarly in the beginning registered 
co-operative soeieti.es were not considered for the assistance 
but mm these have b««i jjKfLndM in the lists ^ of tmits 



financial assistance frtaa the corporation* The position of 
eonstitiitional set-np of the borrovrilng units under this scheme 
is as follows s- 

Table 8*1lf 

Imb.ar of Applications of Various Borrowing Units 


Tear 

Total 

sanct- 

ion 

Public 

company 

Private 

company 

Partner- 

ship 

- Sole 
propri- 
etor- 
ship 

Joint Hegister- 
Hlndu ed 

Family socieiy 

1962-63 

4*1 

- 

3 

25 

12 

1 


1963-6J+ 

^|)|. 

1 

h 

17 

22 



19^—65 

5^ 

m 

5 

27 

21 

mk 

1 

1965-66 

61 

1 

2 

29 

26 

1 

2 

1966-67 

61 

- 

h 

27 

S6 

2 

2 

1967-68 

if8 


1 


2 ’ / 

1 

1 

1968-69 

<^4- 

m 

2 

22 

28" 

/ 

2 

Ae 

1969-70 

173 


5 

51 

/ 

m 

la# 


Source * itanual Reports of ©le U* P* Ptoancdal 
CJorporation for the year 1^9**70* 

The table shows ttm.t the corporation has mainly granted 
Its fimaolal a»sisti®®e to the private limited oompaoies, 

• partears^p fiiwi and sole proprietory eotseerwi node*' this 
sShsme* The assistipce saneti^edto isiille iMWlted oesipanles;^ 
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concems 1ms 136611 quite negligible* In nany years there has 
been no sanction to these latter type of concerns ajs^is obTrious 
from the table* In other years even if certain assistance was 
sanctioned to these concems only one or two concems belonging 
to such categories were getting financial assistance from the 
corporation* 

During earlier years partnership firms were most popular 
with the carporation for assistance under this scheme. !I!hey 
were followed by proprietorship concems. The same continued 
upto Ihe year 1 968-69 but during the year 196$-## position of 
financial assistance to sole proprietory concern impiwed 
tremerdously which surpassed the assistance to partnerWalp 
concems. During the year 1969-70 there was an alround increase 
in the assistance by the cojTporation under this scheme* The 
assistance was given only to three types of the concems i*e* 
private companies, partnership firms and sole proprietory 
concems idiere the sole proprietory concern ccatmanded larger 
number of assistance than others* 

This scheme Is also run by the ^orparatlon under the 
agency agreement of the D, P. Ckrremment idiere loans are greuated 
for getting up of Cold Storages in the St»te whiidi Is meant for 
providing increased facilities to the potato growers by enshling 
tiMi to get adequate return and to stire desease free potato 
seede^ , fir plwsed 10 la^ss at the disposal 
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of the corporation during the year 1961~62, but the sanctions 
of the loan under this scheme started only after 1^2*63, The 
year-vise position of the fund placed by the Government and 
loan sanctioned by the corporation under this scheme has been 
as follow t - 


Table 8,15 

.gosltjon of Funds, and Sanctions 


year 

■ Funds Placed 

loans granted 



Idle Funds 

During 

the 

year 

Total 

During 

the 

year 

Total 

Total 

Percentage 

1^1-62 

10i00 

10.00 

mm 


10.00 

lOO.Of 

1962-63 


10.00 

tmm 

*r 

10.00 

100.0 

1963^ 

immu 

10.00 

2.8^ 

2^.85 

,7.55 



h,m 

lif-.OO 

5.78 

8.63 

5.37 

38*^ 

1^5^66 

** 

IH.OO 

1.22 

9.85 

4.15 

2||6 

1966-67 

18.00 

32.00 

^.02 

13.87 

18.13 

56.7 

1967-68 

li-O.OO 

72^00 

38,8^f 

52.71 

19.29 

26.8 

1968-69 


72.00 

^#62 

77.33 

*5.33 

-7.^ 

1969*78 

m0it> 

72*m 

3.98 

81.31 

-9.31 

-13.0 


Source s Annual Beport of P* Fijsaiicial Corporation 
for the year 



132 


IMs scheme has been suspended from the year 19<S9-70t 
as the corporation has not sanctioned any applicatic^ since 
then and the ftmd placed by the C-oTenment has also eshansted 
fully by that time. The corporation managed additional fimd 
for disbursement from the repayment etc. The scheme was under 
active operation for five years only and during that period the 
disbursement increased tremendously in the year 1967-68 ■sdiich 
was foUowBd by the stibsequent year. The idle fund at the 
disposal of the corporation has declined and has become negative 
over this period. The corporation has sanctioned financial 
assistance to the extentn of Es. 102.80 lahhs to 96 units for 
construction of cold storages u.pto the year 1968-69 ont of 
which it has disbursed Rsi. 81 *31 lalchs to 76 conceams only. 

The yearwise position of applications considered by the 
corporation mwier this scheme is as follows x- 
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The table shows that the financial assistance xmder this 

scheme has been ftliactmting from year to year, IBtepe^l^iOut the 

^ * 

existence of this scheme only for a few years, the corpora :ion 
received an increasing mmber of applications, After the year 
• 1967 ^*^ the corporation did not entertain any application and 

the sch®He was tJltimately discontinued from the year 1969*70# 
Similarly in respect of the sanction there is no particnlar trend. 
Largest nomber of sanctions has been in the year 1967-68 as 60 
out of the total ntimber of 96 sanctions have been during this 
year. 

The applications, which in the opinion of the corpora## 

' ' ' . >'{ 

tlon, were not satisfactory due to lack of informatloni^, which 
were not supplied, despite repeated notices to the (party,' wre 
returned to the Agriculture Bepartment of the tJ, P, Government, 
The ms^BT of such applications was hi|^ during the earlier years 
but during latter years it was negligible as there was no such 
return. The sizeable miEfber of application rmaained under 
consideration towards the end of every year, 

Tlse Corporation ur^er this scheme has provided financial 
assistance to ‘ private ocmi^tiiies, partnership firms, sole-propri- 
etory units and 3dint » Hindu family conceriMi which have been as 
foUow# 





136 


The table shows that liie corporation has concentrated 
its financial assistance mainly in the partnership films and. sole 
proprietory concerns wider this scheme. In case of private 
companies there have been only 3 sanctions out of the total 
• number of 96 throughout the existence of this scheme* There is 
a slight improvement in the position of joint Hiidu family 
concerns as the corporation sanctioned in all ? apid.ications of 
such concerns but one application was eoncelled later on hence 
there are only four effective sanctions to such wilts. The 
j^sition of sole proprietory units is better than the above two 
types of the concern as the corporation has sanctioned financial 
assistance -to 20 such units which command nearly one-fifth of the 
total sanctions under this scheme* 


The partnership firms were most popular units with the 
corporation from the very beginning for the financial assistance* 
The corporation sanctioned an amount equal to ?0 to 87 percent of 
the amount applied to 66 partnership firms out of the total 
msBber of 96 units getting assistance under this scheme* In aggre- 
gate the corporation has sanctioned nearly 70 percent of the 
assistance to ^ese units* 


.tell, 


m 




t 


The rate of interest charged by the oorpcration tmder 
^ 3 iji 'SchiM in the beginuing ms 0 per mmm mich remained 

the ll« 2# OeveneeienI 
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directed that loans sanctioned out of the funcs placed during 
the year 1966-67 will carir a interest of hence* the rate of 

interest has gone up vjhich remained inforce suhsequently through 
out the existence of the scheme. 

Maximum Limit of Assistance : 

Since the very beginning the maximum limit of loan 
sanctioned to any unit was Rs. 1,90,000 but during the year 
1966-67 the limit was reduced to Rs. 1,00,000 only. This amount 
was found to be inadequate hence dtiring the subsequent year the 
limit was again raised to Ps. 1,50,000 or one-half of the total 
cost of construction of the cold storage, whicheTer was Icrwer. 





Chapter IX 


r 


|.C)iir APPLIGATIOHS^ THEIR DISPOSALS AND EEKOMINATIONS 


This analysis is "based on a saaple of ^8 sanctioned and 
^2 rejected applications. It is nearly 20 percent of their 
total ramber (i.e, 28i4- sanctioned and 211 rejected applications 
respectively) received by the corporation since its inception 
■upto the March 1970, In this sample only those sanctioned 
applications have been considered in whose case either the 
disbursement has started or is expected to start in near future 
and the rejected applications considered here, refer to those, 
which failed to get the favour of the board of directors of the 

(Corporation and exclude applications withdrawn or lapsed^ 

' . 

As the ^rporation considers applications for finan- 
cial assistance frcm new as well as existing industrial imits, 
their respective position in this sample is as follows s- 


Table 9.1 

Position of Loan Applications from Hew As iiell As IbdLstiitg 

Borrowing Units 


Applications 


lilill 





Total 

Ho. 

Amount 


IQI 

Amount 


Ho* 

Amount 

Mew tfelts 

28 

77.11 

23 

22 

66*31 

20 

50 

143.42 43 

iRdlstifig 'Etelts 

30 


40 

20 


17 

50 

187*25 V7 

Total * 


207^11 



123*56 

37 IW 

33*^6? 100 



139 


The table rereals that new and existing Indus tfial 
units hare received equal importance in respect of number of 
loan applications but the amount on these applications has been 
43 and 57 percent respectively of the total amount of all i" ' 
applications. The corporation prefers applications from exist- 
ing units as the number of sanction has been 30 for existing 
units as against 28 for new units out of total ninnber of 50 
for each* The amount on applications from existing units 
sanctioned has also been 4o^ of the total amount on all (sanct- 
ioned as well as rejected) applications, whereas such percent- 
age in respect of new units has been 23 only. On the other 
hand, in respect of rejected applications, the number as well 
as amount of applications from new units has been higher as 
I compared to those in respect of existing tinits. 

Thei^ is a slight positive association between number 
of applications from existing units and their sanction by the 
corporation as the value of Yule’s Co-efficient of Association 
I is ♦«082* But, if the percentage of total amount of a3Ll 
i types of applications is taken into consideration, the value 

I 

of such co-efficient of association is +. 3^1 which indicates 
a hi^er positive association between the amount of application 
from existing units Md their sanction* 

Although the number of applications from new as well 
as 'existing industrial unite is equal * there is a great differ* 
snci in the amount' on twh ap|iications| whldh indteat^s scm 
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relationship (positive or negative) between average size of 
the applications and their sanction or rejection. The average 
size of sanctioned and rejected applications from new as well 
as from existing iMns trial units is as follows i- 


Table 9.2 

Average Size . ,of loan Applications 
(fe. in lakhs) 


Applications 

Sanction 

Rejection 


Total 


Amowt 

% 

Amount 

% 

Amount 

% 

New hnits 

2.70 

73 

3.01 

102 

2.87 

8? 

Existing Units 

4.33 

122 

2.86 

97 

3.86 

115 

Total t 

3.57 

100 

2.^ 100 

3.31 

100 


It is obvious that average size of applications from 
new indns trial nnits is smaller than those from existing tinlts. 
Similarly^ average size of sanctioned applications is higher 
than siach size of rejected applications, ijsongst sanctioned, 
applications the average size of applications of new units is 
lower than the average size of saiKstioned appUcatlons from 
existiag tmlts and reverse is the case with regard to the 
rejected applieakons, Thnsjhe corporation prefers applica- 

aj^ of higher defrasiiwt- 


tlo» pf ««aaer d«K»inaUon.(fT«n 

tieps from existing iz^netrlal wits# This has hew fhr^er 
Wi^yeed a« timmm ** 




Table 9.3 


Denomination of loan AmO-lcatlom 



Size 

New Units 

Existing Units 

Total 




Sanct- 

ion 

Reject- 

ion 

Sanct- 

ion 

Reject- 

ion 

Sanc- 

tion 

Rejec- 

tion 

More 

than average 

10 

7 

15 

5 

25 

12 

Less 

than average 

18 

15 

15 

15 

33 

30 


Total t 

28 

22 

30 

20 

58 

h2 


The table reveals that the corporation is biased 
towards applications of higher denomination as the value of 
Ttae*s co-efficient of association between applications of more 
than average denomination and sanction in respect of all appli- 
cations is +•31 • This value has been +.50 in respect of 
applications from existing industrisil units. In ease of new 
industrial units such co-efficient of association has been 
positive, tht«;th’' only slightly, as the value is merely +0*087. 
Thus %diether it is a new or an existing industrilil unit, the 
corporation likes to consider favourably the applications of 
©c»i®,rativ«ly higgler denomination* 

The tisie Hifulviid in disposing of W nppHeaiiowi Iwi 
«wsn begrtnd a year but on an average tM sieippoipatij^ 
has 1*asa« ^ j^^^posal ©f all api^eaties^ ^ 
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sample. The average iramber of days taken in sanction and reject- 
ion of applications has been 138 and 196 respectively. The 
following table reveals the iJeriodicity of the disposal of 
applications considered J- 

Table 9*4 

Periodieity of Disposal ,Qf horn Applications 


(Rs. in lakhs) 


Period 

(days) 

Sanction 



Rejection 

No. 

Anonnt 


No. 

Afflonnt 

% 

0-30 

7 

27.85 

13 

m 

— 

mrnmf 

31»60 

4 

6.85 

3 

3 

6,81 

6 

61-90 

13 

45.8O 

23 

7 

18.60 

16 

91-120 

8 

19.20 

9 

If. 

8,75 

7 

121-150 

8 

24,72 

12 

5 

11.70 

9 

151-180 

h 

30.64 

15 

7 

11.46 

12 

181-210 

3 

16.50 

8 

5 

If, 14 

14 

211-^0 

2 

5.75 

3 

1 

10,00 

8 

241-270 

3 

12.70 

6 

2 

4.00 

3 

271-300 

1 

5.00 

2 

2 

13*00 

10 

301'*>330 

1 

2,75 

1 

2 

6,50 

5 

331-360 

1 

2,00 

1 

1 

1*00 

1 

361- & abore 3 

8.15 

4 

3 

11,60 

9 


42 


Totals 58 




100 


123.,56 100 
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The least time taJcen in sanctioning the application 
has "been merely five days where as the maxlmnm time has ©xten- 
ded npto 506 days, although average time has been 138 days* 

The most popular peid-od for the sanction of loan is between 
61-90 days. This is followed by the period between 121-150 
days. Quite a good number of applications have been disposed 
of within a month indicating the intention of the corporation 
for early disixjsal of applications. 

The time taken for rejection of applications has varied 
from ^1 to 1188 days from the date of the application, althou^ 
the average number of days for rejection is I 96 days. Most 
popular period for rejection has been same as that for sanction, 
whi<^ is followed by the period between 151 to 180 days. The 
time involved in rejection being higher is indicative of well 
considered rejection by the corporation. The periodicity of 
sanction and rejection has witnessed almost similar trend as 
the value of rank correlation is +*59* 

The disposal position of apiflLications by the corpora- 
tion can be further analysed with the help of the following 


table t 



fable 9.? 



Period 

Sanction 


Rejection 



Total 



Ho. 

Amount 

P 

Ho. 

Amount 

% 

Ho. 

Amount 

$ 

Pre -Average 


127.12 

39 

22 

49*41 

15 

63 

176.53 


Post-Average 

17 

79.99 

23 

20 

74.15 

23 

37 

154*14 

46 

Total : 

58 

207.11 

62 

42 

123.56 

38 

100 

330.67 

100 


The table reveals that out of the total number of 
apilicationB under the sample 63 apiUoations for a total sum 
of !te* 176*53 laJtehs have been disposed of within 163 days, which 
is 1 ^ per cent of the total sum requested for in the applica- 
tions considered under the sample* The rest have been disposed 
of during post-average period* 

Psre-average disposal and the sanction are positively 
associated and the value of Tule^s co-efficient of association 
based on the number of applications disposed of is +* 37 * ^diieh 
indicates early sanction and late re 3 ®< 5 tioa by the corporation# 
TsWng iKto account the i^rcentage of amount of sanction and 
i^^^^ctlon during pre end post-avemge period the valtie of srwh 
TO-efflcdent of ' asiociation ciwes to be is illicitly 

«#. eowparei the itbore i^soeiaticn based on 'We^er of 
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sanctions and rejections. TMs seems to be on account of the 

Tariation in the dencmilnation of applications disposed of during 

0 

the pre and post*average periods. 

Applications for smaller denominations ^re disposed of 
earlier as compared to the applications of higher denominations. 
Average denomination of applications disposed of during post- 
average period is fc. if. 17 lakhs, whereas the same for the pre- 
average period is fe. 2,80 lakhs only. This is higher in respect 
of sanctioned applications , because average denomination of 
applicatioi^ sanctioned during post-average period is te. 4.70 
lakhs but the same duidng pre-average period is Es, 3*08 lakhs. 
For rejected applications, althou^ the average denomination 
for both the periods is less, yet the trerd remains the same 
because the average denomination of the post-average period is 
Rs. 3*71 lakhs as against fe, 2.25 lakhs for pre-average period. 

It may be concluded that the apidlcations of higher denomina- 
tion require longer periods for disposal and vice-versa. 

The manber of days involved in disposal of applications 
has also varied aodordlng to the age of the borrowing units, 

I as the average nwaber of days for sanction and rejection to 
I new units ere 13^ and respectively, whereas in respect of 
^ existing units they are 142 and 221 respectlTely. 

TJwi laprolved in the disposal of applications 

f] 

Cl 


following table *- 


Table 9*6 

Ayeyage Time for Dls-posal of loan Applications of Varlone Borrow- 


(Ayerage Htonber of days ) 



Borrowing Unite 


Sanction 



Rejection 




New 

Existing 

Total 

New 

Existing 

Total 

1* 

Sole Proprietary 
Units 

122 

66 

106 

142 

481 

234 

2 e 

Partnership Firms 11 9 

158 

139 

178 

185 

182 

3. 

Private Companies 122 

124 

123 

138 

216 

190 


PiiDlic Companies 

mm 

148 

148 

mm 

62 

62 

5* 

Co*operatiye 

Societies 

mm 

342 

343 

417 

56 

237 

6* 

Joint Hindu 
Family Units 

506 


506 

199 

150 

183 


Total t 

13^ 

142 

138 

174 

221 

196 


Th® table shows that^on the ii^ole^the ayerag© period 
for sanction is less than the period for rejection in respect 
of both new as well as existing borrowing tmits* Ihe rank 
correlation between pojdLod for total sanction and rejection Is 
♦*86# idii#! indicates a negatlye relation between periodicity 
for sanction amd r®J#atio!i# The table also refreals a lower 
periedlci^' for timmMjm and hl^ber for rejectios to sole 

tnit«| partnmhip Itots sM ^rmte e«npaMei and 
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vice-versa in respect of public companies, co-operative societies 
and joint Hindu family units. The periodicity of sanction to 
various new units is lower than it is for existinp units which 
indicates a negative relationship and the value of rank correla- 
tion is -.114, In case of rejection, such periodicity of new 
units of sole proprietary units, partnership firms and private 
companies is lower than that of existing units, but the reverse 
is true for co-operative societies and joint Hindu family units 
and the value of rank correlation is -,63* Thus the average 
period for sanction and rejection in respect of various borrowing 
units has witnessed a negative relationship. This negative 
relationship also exists in respect of sanction and rejection 
of tte applications from new as well as etisting units. 

Denominations of Applications * 

■ C 

The corporation, from its own ftmds, is authorised to 

i’ 

grant financial assistance between h, 1-20 lakhs, but during 
earlier years of its existence it has considered applications of 
even lower denomination, which is as follows *• 
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Table 9-7 

2mMteat49M .91 'k tm AppagateiffiM 

(Rfi> in lakhs) 


Size of 
Application 


Sanction 



-a., 

Rejection 


Total 

Ho. 

Amount 

' % " 

IIOi 

► Amount % 

Ho. 

, Amount % 

0-5 

48 

'117.31 

57 

39 

98.06 79 

87 

215.37 65 

5-10 

9 

59.80 

33 

3 

25.50 21 

12 

95.30 29 

Above 10 

1 

20,00 

10 

- 

•mm m 

m 

20.00 6 

Total 1 

58 

207.11 

100 

42 

123.56 100 

100 

330.67 100 


The table indicates that most of the apid-ications , 
sanctioned or rejected, hare denomination below Rs’» ^ laMis, 
48 out of 58 sanctioned and 39 out of 42 rejected applications 
belong to this denomination group* Amountwis©, out of the 
total sanction under the sample, nearly 57 peiHsent belon^to the 
applications having denominations below &• 5 laihs, idler® as 
In case of rejected applications this percentage is 79* There 
is negative association between below fe* 5 lakhs deuEmilnation 
and their sanction, the value of idiidh in terms of Tul© *0 00- 
efficieht of association is •*46, In other words below Rs* 5 
laMis denomination and rejection has got positive association, 
as''ohly a few ap|3li<3atioiiB of hl^r deneminatlon have been 
3?®3®eted* 
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The period of existence of the borro¥ing units 'also 
have seme impact on the denomination of the loan applications 
’Which has been shown in the following table *• 

Table 9*8 


S^np ffliimtion. .of loan. Applic.atipng. of New As As Existing 

Ihimber of Apol.ications 


Size of 

Sanctions 

Rejections 

jP'"*'" t*i*t»CjxxS 

(Es, in laMis) 

Kew 

Existing 

Tfev 

Existing 

0-5 

26 

22 

21 

18 

9»io 

2 

7 

1 

2 

Above 10 


1 

mm 


Total 1 

28 

30 

22 

20 


The table suggests that generally appHcations of lower 
denomimtion received by the corjxjration have been frew new 
iMns trial units. The applications of new tanlts with a denomil 
nation below is, 5 lalshs and their samtion or re3«htion teve a 
positive assoeiatloni as the val\je of Xnle’s co-*efficient of 
associatioii in regard to sanction and rejection is •♦•,61 and 
+*^•0 respectively# Eiinivalent valms of eo^efficlent of aSoeisk* 
tion are obtsdned in respect of applications of existing imits 
bavioi denisBinatiom above ii* 5 latbs * ThaS| ihe higher d®ni<»i* 
tei»i»ajy fewd in resiiect of ^dsttiig ii^mstrlal 




linits whereas lower denominations are more popiilar with* new 
industrial units , 

The denominations of the loan applications also reveal 
their dependence on the purpose (i.e. for acquisition of land, 
construction of build inf, purchase of plant and machinery and 
for meeting worltinf capital requirements) for which the loan 
is desired. This is as follows 
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The table reveals that financial reotiireinent for 
acquisition of lanf is not very significant as out of 100 appli- 
cants only 14 borrowers c’emand fund for this purpose and that 
too is equal to merely of the total demand under the sample. 
Similar is the case with requirement for working capital, where 
only 26 units demand funds equal to merely of the total demand 
under consideration. Most of the funds are demanded for const- 
ruction of building and purchase of plant and, machinery and the 
funds demanded for above purposes are 32 % and 61^ respectively. 
Further, the table reveals that in respect of applications 
having denominations below 5 lakhs the demand of funds for the 
purposes of acquisition of land, construction of building and 
meeting working capital requirement is higher as compared to 
applications having denominations above Il% 5 lakhs. On -the other 
hand the demand of funds for purchase of plant and machinery ha® 
witnessed a rising trend alongwlth increase in the denomination 
of the loan applications. Number-wise, the popularity of demand 
of funds for acquisition of land and meeting working capital 
requirement has also declined tremendously, but in the case of 
demand of funds for construction of building and purchase of 
■plant and machineiy proportionate number of applications demardlng 
funds for these purposes has been increasing along with increase 
in the dencsnination# 

Ctonstitutlonal set-up of horrowing units seems to have 
scut ©n ttei deaMimtlon of loan applications wKteh has 

.Milysed m fedJows t** 




The table reveals that all applications from sole 
proprietary nnits, joint Hin(1ii family units and co 7 operative 
societies and most of the applications from partnership firms 
have denominations below 5 lakhs, iteount-wise, nearly three- 
fourths of the total amount of application from partnership 
firms belong to applications of lower denomination and the rest 
belong to applications of higher denomination. Humber-wise 
almost similar trend is found, in respect of private ai:x3 public 
companies, yet, amountwise, a little less than half of the total 
amount of applications from private companies belong to the 
denomination group below Fs. $ lakhs and the rest belong to the 
denomination group of Bs, 5-10 lakhs. In case of public companies 
only 315 ^ of the total amount of applications from such units 
relates to the lowest denomination group and to the highest 
denomination-group, ' Thus it can be concluded that lower denomi- 
natictt- of loan applications is most popular with sole propri- 
etary concerns, joint Hindu family units, and co-operative 
societies; whereas medium denomination is found in case of 
applications from partnership firms. Higher denomination of 
loan applications has been popular with private companies ar^ 
pjhlic comimnies have got highest denomination of loan appli- 
cations. 



Chapter X 


BORBOWIIG UIIITS AM) PTXRPOSES OF THEIR I.OANS 


The corporation, since its inception, was authorised 
to grant financial assistance to 

1. Sole Proprietary Units; 

2. Joint Hindu Family Concerns; 

3* Partnership I'irms; 

h. Private Companies; 

Public Companies; and 

6, Co-operative Societies* 

Recently^ the corporation has dropped from the above list 
the joint Hindu family concerns because of difficulties in 
determining the ownership of properties offered by them as 
securities, '^The following table shows the relative position of 
each type of the borrowing units s- 
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The table reveals that |fehe corporation has considered 
the highest nnsiber of applications from partnership fiiros, as 
out of 100 applications under the sample 43 belong to such concerns* 
Amount-vise also, out of the total amount of applications 39 ^ 
belong to partnership films* Next most popular borrowing units 
are private ccanpanies, in respect of Tdiich 23 applications amount- 
ing to nearly 28^ of the total amount on all applications have 
been considered. Sole proprietary units occupy the third place 
in respect of number as well as amount of applications. 

It is further revealed that the corporation has given 
favourable consi^reation to pt^lic and private ccanpanies and 
partnership firms. Relatively equal consideration is evinced in 
ease of sole proprletaiy units, hut its posture towards , ^int 
Hindu •family units and co-operative societies has not been 
favourable. Out of total number of 5 applications from public 

\ f ^ j , V ’ 

oompaniss, 4 applications worth ife, 38.? lakhs have been sanoti- 
oned attddnly one application has been rejected. Similarly out 

i 

of 23 loan applications from private companies 17 Have been sanct- 
ioned and only 6 have been rejected. In tJie case of the partner- 

/ / 

ship firms out of the total number of 43 applications 24 have been 
sanctioned and only 19 have been rejected. The number of sanct- 
io 3 »i applications of sole proprietary concerns is the same as 

#9 

ihat of the rejected oneti but amount-vise, ■the amotmt of reject- 
ion is M^er than that of sanction. In the case of Joint 
S^ndu faaily imitB' and ecHKopemtlve societies' the nmiher'of 

sanetien^ is lesser sped that of the re|ectei mss 
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The table repeals that jfche corporation has considered 

the highest number of applications from partnership firms , as 

* 

out of 100 applications under the sample 43 belong to such concerns 
iiino'unt-¥ise also, out of the total amomt of applications 39^ 
belong to partnership firms. Hext most popular borrowing units 
are private companies, in respect of ifliich 23 applications amount- 
ing to nearly 28% of the total amotmt on all applications have 
been considered. Sole proprietary units occupy the third ilace 
in respect of number as well as amount of applications. 


It is further revealed that the cori)oration has given 
favourable consi^eroataLon to public and private companies and 
partnership firms. Relatively equal consideration is evinced in 
th^ case of sole proprietary tmits, but its posture towaids §^int 


Hindu family units and co-operative societies has not been 


7 


favourable. Out of total number of 5 ap^ications from public 

■■ f i , ^ 

ccaapanies. 4 applications worths fe, 38*5’ laMis have been sanoti- 
oned andonly one apilication has been rejected. Similarly out 

i 

of 23 lo^ applications from private companies 17 have been sanct- 
ioned and only 6 have been rejected. In tJsc case of partner- 


ship firms out of the total number of 43 applications A have been 
sanctioned and only 19 fceve been rejected. The mmber of sanct- 
ioned apiUcatlons of sole proprietary concerns is the same as 
that of the rejected ones, but aaomt«<wise, the amount of reject- 
ion is bilker than that of saim^tiont In the case of joint 


Undo f antf- etHOperatlve societies the. ^SMheir* of 
aBOiffiiMian' SKhiitiwii'ti ieis«r of MM 
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The value of raisk corelatlon between the manber of 

sanctions and rejections in case of various horroving units 

/ * 

is +*77 • The correlation results from the fact in the case 
of feu units the number of sanctioned applications is greater 
than that of the rejected ones, uhereas reverse is ttie case 
in regard to certain other units. Taldng the amoimt of sanct- 
ion and rejection into consideirution, the value of such 
correlation is merely +.5^, which gives the impression of a vast 
difference in the average size of applications from various 
borrowing units. 


The position of avemge size of applications from 
various borrowing units can be determined as follows i- 

Tabl® 10.2 


■ 



mi 

11 ^^ 11 ^^ 1111 ^^ 


■■ 

Borrowing tJnits 

Sanctions 

Bejectlons 

;fotal^ 

iL. 



■Ha 




P‘ 

1. 

Sole Proprietary 
Ohits 

1.57 


2.50 

85 

2.03 

61 

2. 

Joint Sindu Fa3idly2.l5 

61 

3.00 

102 

2.79 

a4 

3. 

Partners^p Fi»s 3.27 

91 

2.62 

90 

2.98 

90 


Private Companies 

113 


145 

4.11 

121 

% 

PvbMe Gmpmim 

9^ 

270 

5.00 

170 

8.70 

263 


Ck^»«opeOTt.liJaps 

Sobrieties 

2.00 

56 

3*30 

112 

* 

2.87 

87 


fetal 

r 




10© 

3.31 

100 


tMsi is mUT&sm sanoMm axid relectlon of 
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The table reveals that althota^ the average amoimt of 
all appO-ications is Es. 3. 31 lakhs, yet the same for the sanct* 
ioned applications is Is, 3*57 lakhs, while it is merely fe, 

2.9^ lakhs in respect of the rejected apjillcatlons. This obvi- 
OTisly Indicates that the corporation is inclined to sanction 
applications of hi^er denomination, only that the degree of 
its favoiir varies as i^r the constitutional set-up of the 
borrowing tmits. Highest average denomination is in respect of 
applications from phblic companies, next come in order, the 
private companies, partnership firms, co-operative societies, 
joint Hiiidu family units and sole proprietary units. A 
comparison of average denomination of sanctioned and injected 
appllcatioas reveals that the corporation has sanctioned appli- 
cations of lower svemge denominations ^rom sole proprietary 
units, joint Hindu family units and'ljo-operative soolettes vMle 
reverse is the case with partnership firms and pthlic comianies. 
On the other hand in case of the private companies the average 
size of sanctioned as well as rejected applications is almost 
the same* 

/ The rank correlation between the average size of the 

sanctioned and rejected applications of iv«rletti horrowlng units, 
is ♦•T?! which suggests the possibility of getting higher 
denomination for sanction and lower denomlnatzlon for rejection 
in a few case# and vice-versa in ^e case of o’^r#* . 

Age of ve rie i p berrewliig units have aleo siege' impeet 
on ^ sancticia or of is 


ii# feiEewii 
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The table reveals that althoiifih the average amoimt of 

all applications is fe. 3*31 lakhs, yet the same for the sanct- 

# 

ioned applications is I!s, 3*57 lakhs, while it is merely Es* 

2. $4 lakhs in respect of the rejected applications. This obvi- 
ously indicates that ihe corporation is inclined to sanction 
applications of hi^er denomination, only that the degree of 
its favour varies as per the constlt-utional set-up of the 
borrowing units. Hipest average denomination is in respect of 
applications from pihlic companies, next ecaae in order, the 
private companies, |m,rtnership firms, co-operative societies, 
joint Hiiibdu family units and sole proprietary units. A 
comparison of average denomination of sanctioned and rejected 
applications reveals that the corporation has sanctioned appli- 
cations of lover average deno^nations ^rcaa sole proprietary 
units, joint Hindu family units and '^©-operative societies iidiile 
iwerse is the case with partnership firms and public companies. 
Cto the other hand in case of the private ccwpanies the average 
size of sanctioned as well as rejected applications is almost 
the ssmie. 

The raiflc correlation between the average sise of the 
sanctlcmed aM rejected applications of .'.v#ri««is borrowing imlts. 
Is ♦.77 f suggests the possibility of getting hi^er 

denoiBination for sanction and lower denOTlnatlon for rejection 
in a few cases and vlce-verss in the case of others. . 

of variewi borrowlBg wAtM have also sotte'imjmct 

m "Ihe- mmHm of Wm lorn ap:i^Iieatioiis, i® 

, ^ ^ 




30 130.00 >f.33 22 66.31 3T01 20' 
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The table shows that the cfbrpomtlon prefers new* concerns 
to Kdsting units in the case of sole paroprietary lanits, partner- 

<r 

Ship firms and Joint Hindu family imits* In all other cases 
the corporation has favoured applications frcrai existing Indtait- 
rial units. Amongst new concerns getting financial assistance 
from the corporation partnership firms are most pspnlar in respect 
of lumber as well as amonnt* Similarly amongst existing nnits, 
private oomimnies are most popular* at least in respect of the 
amount of applications sanctioned. Sanction to various new and 
existing borrowing units has got positive rank correlation the 
value of which is merely •♦•.60# 

Similarlyi in respect of rejection, the corporation has 
rejected more applications from new units and less from existing 
units belonging to sole proprietary units and Joint Hindu f amily 
units while reverse is the case with mtts belonging to partner- 
ship firms, private and public ccmpanies and co-operative societ- 
ies* Hipest rejection has been the lot of partnership firms. 
Bejection of applications from various new and existiBg borrowing 
units have a rank correlation equal to e»89 which indeed is a 
high degree of positive relationship and suggests that mueh distin- 
etion has net been made between various new as as existing 
torrowlEg units in respect of rejeetioa* 

The average sis® of- toe aiq^aicatioiis of vaslcu® 
borrowing units differ aeeordlng to toe pwdod of toelr salstesc^ 
It -is eivitMi toat average d^scniJieatlcsi. of toe esemHoned 

and te^ietod Ineii mMmMmm is toatt of wiMM eempenies 
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and tti© lowest one is tiiat of the existing sole p3X)prietaiy 
conceins* It is also clear that sanctioned applications of new 
sole proprietary concerns and partnership firms hare deiKsiina- 
tions hi^er than the.t of the existing rniits and reverse is 
the ease with other borrowing nnits with the exception of the 
sole proprietary concerns the denomiimtion of the rejected 
applications from all other new nnlts is higher than that of the 
existing, tmits* 

Fnnaose of the I^oan f 

tPhe corporation is authorised to consider financial 
assistance to variotis types of borrowing units for creating 
permanent assets i*e. land| building, plant and machinery, and, 
to a limited extent, for woricing oafttal* Punds may be demanded 
for all or a few of the above mentioned purposes throi^ a singl# 
loan application* !l3i0 purposes of the loans applied for ar® 
as follows I 
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Table lO.if 



Purpose SaiKjtioned Be footed Total 


Ho* toount ^ Ho* Amomt ^ Ho* teo^Ent ^ 

— ^ 7 ^ 

'1, laM 6 3.^ 8 3.93 53 1^ 7>3 2 

2. Building 1^5 61.62 58 35 ^5.^2 ^2 80 lOf.OM* 32 

3* Plant and 

Machinery 56 137*^1 68 39 64*73 32 95 202.14 61 

4* Working 

Capita 9 4,^8 33 17 9.48 67 26 14*06 5 


Total t 56 207.11 62*5 42 123.56 37*5 100 330*67 lOO 


This is the percentage of respectlme totals for oacsh 
purpose* 


The table arrreals that out of a sample of 100 applioai 
tlons for Bs* 330*67, IsMis^ only 14 applicaiits applied for loan 
of fe* 7.43 lakhs for aofisisition of land| Is merely 2^ of 

total aiammt of all the applications taken into considera.. 
tiim* It magr also be noted that out of the total msnljer of these 
appUcatioBS more than half stand re^eoted* Similarly the d«and 
of funds for woorking oaplti^ is also Tory u^pwlar* as only 26 
applicaats lefsHw 14'*06 1^|^ for Ibis s«*pose and saior' 




applicants raqiiire Ks, 107*04 laikhs for this purpose, of 'wtiom more 
than half of the to-tel luaaber is that of the sanctioned cases* 
Most popular is the daaand of funds for purchase of 'plant and 
machineiy, as out of 100 applications 9? require financial 
assistance amounting to fe* 202*14 laldhis for this purpose, "whieh 
is 61 percent of the total oaount and most of these applioatlons 
belong to the sanctioned grotg)* 

Ihe table also reveals that the dmaand of fund for work- 
ing capital and acqpHsitlon of land it Is very unpopdar as, 
despite the amount of their demand being considerably low, only 
33^ and 47^ of the total amount demanded for these purposes have 
been sanctdloned* The other two punx>ses (l.e# construction of 
building and purchase of plant and madbdnery) have been very 
popular with the corporation, firstly because the funds demanded 
for these purposes have been significant and secondly because 
the percentage of sanction to total demai»3 for i^se purposes 
is ^ and 68 respectively# ‘ 

The ajaomts included in the loan apilicatlons for 
variime purposes vary according to the period of the oadLst^ace of 
TIUE^OlSS 1M3Si*"t0| iiftiXcii is as folloi® I* 
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IThe table stiggests that amongst sanctioned appO-ications 
generally new tmlts apply for financial assistance for aocpalsi- 
tlon of land I as out of 6 units appljdng for the abofre purpose 
four ccme from the new units, Hererse is the case in respect 
of the demand of funds for working capital. Existing units are 
more particular in requesting financial assistances for plant 
and machineryi as all the 30 applications from existing units 
require funds for this purpose %ftiereas in the case of new units 
only 2$ out of 28 units want financial assistance for this 
purpose. But regarding the demand of funds for construction of 
buildings reverse is the ease, as only 23 out of 30 applications 
from existing units desaand funds for this purpose idiereas such 
deaaand in C€Mse of new units has been put by 22 otJt of 28 appli- 
cations « 

ffltas it can be conhluaed timt d®!Hnd of funds for • 
lurchiusing plant and machinery is more popular witti lodLsting 
units as the value of ’fillers eo**effieient of associaticm for 
fodstiaog units demanding funds for this purpose is +*62, But 
the demand of funds for acquisitioii of land, is more popular > 
with mm unite as the Talue_ of lule*s co-efficient of associa- 
tion in their oase is 

The value of the XUl@*s ‘Ce-efficdmt of associatim 
in case of fodstisg "Uhits demanding fimd© for acqiiElsiticai of 
plant and machinety m reflected appUcatim is '*’*31 liievaas m 

it i# %ls imlitatee the 

/ 
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faTotir to smsh demaM* Similarly^ the above value of co-efficient 
of association for new units demanding funds for acq.'ulsition 
of land is 4- .40 for sanctioned apiuications and for rejec- 
ted apilications I idiioh indicates a disfavotar for smdi demand. 

In respect of demand of fimds for construction of build- 
ing and for meeting worldlng capital requirement the value of 
co-efficient of association for sanctioned as well as rejected 
applications is more or less centres round +.1 or -.1 respecti- 
vely \diidi itself is a negligible value hence Ijadloates neither 
favour nor disfavour for such purposes, 

Further analysis of the purpose of the loans can be 
made taking into account the percentage of each purpose with 
the tot»l amount of sanctioned as well a® rejected applications 
with the help of the following tabl©|- 
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tTable 10*6 



Percentage 
of tootmt 
of A|rf£Li-f 
cation 

Sanction«i Applications 

Bs Seated ApplicatioBS 

land 

Bond- 

ing 

Machi- 

nery 

Work 

ing 

Land 

Build- 

ing 

MacM* 

nexy 

Work- 

ing 

0»»230 '' 

h 

8 

m 

7 

7 

7 

4 

12 

20-40 

2 

17 

6 

1 

1 

10 

11 

4 


. 

8 

12 

m 

m 

5 

6 

<* 


- 

8 

6 

mat) 

. 

4 

3 

m 

60***®) 

mt 

4 

14 

• 

mm 

6 

7 

m 

BMm 

m 

• 

18 

1 

mm 

3 

8 

1 

total 1 

6 

4^ 

56 

9 

H 

35 

39 

17 


Dlis t«kbX«t 3nenr@8(lt tibat fimd d€asa7td«a for aofnialtlm 
of laM la rmpmt of aanotloacNa as tiolX as ro^eoted afsdJUsatiosis 
Is Tsiy nw«iy>|ii, fouTf bsoaoss nil apidJlaatloas dsesaad* 

lag ftsii for moil. |iim>050 lisire less imm 

3031^) of ^bm total wonat oa aatSi ap^oatioa* fkm 
aaod for tbo noxtlag <m|d.tal hm goaexally gam tiQ^vto 20^ of tiie 
Isotal simat m mA ai^pSiaatlmt «acm|H;taiskl oasoi^ it Isas 

mm mm ^ M^swst itw# «* two su5®iii»tioist Com 
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sanotioned and the other rejected) req^oire funds 'sdiolly for this 
purpose. In case of sanctioned applications 33 out of 
deiaand funds below ^0% of the total amoimt on each of them for 
construction of buildings, but in respect of rejected appClica- 
tions 22 out of 35 have demanded funds below 50% of the total 
amount on each of th«m for the above purpose, Thus 13ie corpora- 
tion favours the applications demanding smaller sums for const- 
ruction of building as the value of Tule’s co-efficient of asso- 
ciation between applications demanding less than 50 % of the total 
amount on each of them and their sanction is ■♦'^ 25 # 

Considering the demand for purcdiasing plant and machin- 
ery and lt*s sanction, out of 56 units d«aanding funds for this 
purpose only 18 applications require funds less than 50 percent 
of the total amount on each application. Whereas, In case of 
rejects applications out of 39 units requiring funds for this 
purpose 21 units demand funds below 50 % of the total amount on 
each application. Thus the 'Vorporation gives favourable consid- 
eration to applications requiring a hi^er proportion of fwa&a 
forparohasing plant and machinery, as the value of Tule*s ^ co- 
efficient of im^sooiation between the d<wiaKnl of fmds for plant 
andr-. machinery above 50% of the amount of respective application 
and their sanctlcn Is +,1^3* 

Bae comtitutioBal set-up ©f the borroiiing units and 
the pmfosm of the loan $Xbq have seme rPLatlcsi '^slch, is shown 
with the Mlp #f th» table i- 
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Ihe table shows that the mmber and aBiotmt of sanctioned 
applications frcan ^oint Hindu family units ai:]d co-operative 
societies is Insignificant covering each meanly one percent of 
the total amount of applications. The hipest amount of sanct- 
ioned applications belong to the partnership firms, followed by 
private companies, public comiJanies and sole proprietary units. 
Similarly, out of the total amount of sanctioned appllcatiorffl , 
the amount dfsaanded for acquisition of land and working capital 
is only On an average^ the fund demanded for construction 
of building and purchase of plant aM ma<^nery is 30^ and 66^ 
respectively of the total amount demanded by saiMjtloned applica- 
tions but different borrowing units have atta^ihed varying tapoi»t- 
ance to the above two main purposes of the loan. The partner- 
jship firms and private companies, on an average, demand more funds 
^for purchase of plant and machinery and less for construction of 
building as compared to the above average percentage. Whereas, 
reverse Is true with sole propidLetary units and pwhlic companies 
because ttese units demand more funds for eowstruotioa of build- 
ing and less for purchase of jlant aM machinery. 



Chapter XI 


GOCI 0.' PROJECTS AhL IIIEIR IIMNCIHG 


The cost of projects to he financed by the Corporation 
corprises of the e>:penditures on acf^ulsition of land, construct- 
ion of building, purchase of plant and machinery, technical know- 
how, preliminary expenses and other items like xjorkinp capital 
etCi^ This is financed by raising capital, issuing debentures, 
Poking loans, accepting deposits from the public and government 
subsidy and internal cash accruals of the existing borrowing 
units. All these sources of finance have been classified into 
t^To broad categories 


^ 1. C^ed sources, which include funds from capital, 

goverament^subsidy and internal cash accruals; and, 

2. Loaned soiirces, which include funds from debentures, 
long-term loans including loans from the U, P. Financial Corpo- 
ration, unsecured loans, deposits and deferred payments* 


The dependence of the borrowing units on the above- 
mentioned two categories at various levels of|^'the^ost of projects 
and contribution of the loan provided by the U. P. Financial 
corporation in financing of|j)rojects have been shown below s- 
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The table revealr that, on an averape, 63?^ of th§ cost 
of projects is financed by loaned sources and the renaininp 37^ 
by o\-med sources. At the low' levels of the cost of projectS|~4H.^^ 
the dependence on the loaned finance, particularly on the corpo- 
ration’s loans, is hiph. At the hipher lei*els of the cost of 
projects the dependence on the owned finances has pone up from 
30f to of the total cost of projects. The value of Ttile’s 

co-efficient of arsociation between cost of projects above 
H;). 10 lalths and dependence on omed sources is +,?3 which confirms 
the above trend of dependence. 

Out of the total loaned finance more than two-thirds 
'was expected^' from the j^orporation, and the rest was to be arranged 
from other sources, ^he table shows that, on an average, ’+3^ 

and 20^ of the cost of the projects(,are to bei borrowed from the 

* / 

corpora tion and other sources respecti-^^ely# The dependence on 

c 

the Corporation is greater in respect of projects with lower 

! j 

cost. Along with Increase in the cost of projects the percentage 
of the corporation’s loan has declined from 61^ to while 

the dependence on loans from the other sources has increased. 

The above being the case the value of Yule’s co-efficient of 
association between cost of projects below Hs, 10 laMis and loans 
from the corporation is +.59^ 

The dependence on the various sources of finance also 
determines the sanction or rejection of the applications,^ which 
is as follows s- 
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The table reveals that in respect of the sanctioned 
applications the fimds fiscaa the corporation and frcm the owned 
sources are expected to contribute 39^ each of the total cost 
of the projects and the rest 22f is to be financed by loans tai:en 
from other soiirces* This varies according to the levels of the 
cost of projects, that is, at the lowest level the contribution 
of the corporation is the highest, vliile it is lower from the 
owned sources and the lowest from other sources of loan. The 
proportionate contribution of the corporation has declined 
tremendously from 63^ at the cost level below Pis* 5 lakhs to 22% 
at the cost level above Rs# lakhs. On the other hand the other 
two sources of finance are marked by an increase along with 
increase in the cost of projects. The loans from the other 
sources have gone up from at the lowest levels of the cost 
of project to 35/^ for the projects having cost above Ife# 15 lakhs* 
Similarly owned finances, at the level of cost of projects 
below fe# 5 lakhs, contribute merely 30^ of the cost idiile Its 
contribution goes up to 51^ at the cost level of Bs* 10-15 lakhs* 

The table also shows that the applications fr<» indust- 
rial units, having a greater depei^ence on the corporation loans, 
have been rejected* On an average the rejected applications 
have demanded 53^ of the total cost of the luojects, ’^ere as 
the %mm on sioictioned applications is ohly 39^* Thus ^e corpo- 
imMMi appUcatlons. frtm such units as have other 
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sotirces of finance and rely less on the funds provided hy the 
corporation. The relative position of the loans applied for by 
the rejected applications has declined alongwith increase in the 
cost of projects, bnt not as constantly as is the case with 
sanctioned applications. The loans from other sources show an 
Increasing trend alongwith increase in the cost of projects. 
Proportionate contribution of owned finances in the case of rejec- 
ted applications has increased very slowly, avudpn an average^ it 
is nearly 33% of the cost of projects, which is 39^ in the case 
of sanctioned applications. Thus, the boriHDwing units where owned 
sources of finance are less and want to depend heavily on the 
corporation’s loans are disfavoured. 

/ 

The table further reveals that the do rjxs ration has 
considered a large number of applications from smaller projects, 
but there is a negative association between smaller projects and 
their sanction, the value of the Yule’s co-efficient of associa- 
tion being -.425* Thus, it can be concluded that the ^rporation 
favours larger projects, but in actual practice it receives very 
small number of applications from them, there beiip many other 
financial institutions in the country which provide funds to these 
projects. 


The cost of the projects of the new as well as existing 
units and their finmeing can also be analysed with the help of 
the follewis^ table t* 
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The table reveals that through their sanctioned applica- 
tions, the new units, on an average, demand 3^^ oi’ the total cost 
of projects but it is 505^ in the case of rejected applications. 

In the case of existing units such demand, sanctioned and rejected 
comes to be and 58f of total cost of projects respectively* 
This indicates higher demand of f\mds by the existing units as 
compared to new units. The percentage also varies at different 
levels of cost of projects. The percentage of the demand with 
regard to the total cost of projects of both the sanctioned and 
rejected applications of new units is higher as far as projects 
costing below fe. 10 laMis are concerned, but the reverse is the 
case with the projects costing above te. 10 lakhs. This has been 
considerably low (i,e. merely 14^) In respect of sanctioned appli- 
cations of the projects of new tinits costing above fe* 15 lakhs. 

In this case the corporation favours applications of these borrow- 
ing units which rely more on owned finance and less on the funds 
from the corporation, as on an average of the total cost of 
projects has been financed by owned sources and the appllcaiit® 
relying less on their owned finance have been disfavoured* 

loans from other sources have also contributed signifi- 
cantly to the total finance of the new units whose applications 
have been sanctioned and any short fall in the funds from other 

sources would have placed the applications in the category of the 
rejected ones* As *^e average percentage of 1^ contribution 
frm other sources in respect of sanctioned application is 23 § 
liiereae.it i# 16 in ^se ease of 'rejected ceies^i . . 
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Similarly, in the case of existing -units, the sanctioned 
applications put demands for proportionately higher amounts from 
the Corporation although -their owned sources are also contribut- 
ing almost equal sum in the total finances of the projects. 

•The financial contribution o^ the corporation presents a rising 
trend alongwith increase in the cost of projects, but the reverse 
is true -wi-fch their owned finances. The contributions from other 
so-urces have increased alongwith increase in the cost of projects, 
on an average they are more than one-fifth of the total cost of 
projects. 


In case of rejected applications from existing units 
reliance on funds from the /orporgetion has been more as compared 
■bo the same in respect of "^sanctioned applications, that is 57^ 
of the total cost of projects of the rejected applications. This 
varies from to 67^ at different levels of the cost of projects 
This percentage has been lower as compared to the sanc-tioned appli 
cations of projects costing helow Rs. 10 laMis, but higher in 
respect of projects costing above Rs. 10 lakhs. Owned finances 
and loans from other source have been less popular with existing 
units in resiject of rejection as -they were expected to contribute 
only ^3/^ of the total cost of projects, leaving 57^ of the -total 
cost to be financed by -the loans from -the corporation* 

A comparison of -the position of cost of projects relating 
-to sanctionasd applications of new -with those of existing units 
Sweea* that 4iie overall average cost of Ejects, comes to be 
8i«(. 4^01 laMi®.# In toe ease of -^Etsting units- it is ^ 11^23 
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^ ' / ** 

^ "‘'^‘ ■' O' 

|/ i/'K> ' 

lalchs. Existing units depend more on loans and less on owned 
finances, as the nercentage of contrihution from the two sources 
to the total aosf of projects is 63 and 37 respectively and reverse 
is the case with llie new units. The dorporation has rejected 
, applications of larger projects from new units and those of 
smaller from existing units, as the average cost of their projects 
is Rs. 6.06 lakhs and !«?* 4-*98 lakhs respectively. Both these units 
relied heavily on the loaned finance as its percentage is 66 and 
69 respectively. This further reveals that the .Corporation favour: 
applications from larger projects. 

The position of the cost of projects of all types of 
borrowing units and their financing can be further analysed with 
the help of the following table s- 
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From the table it is clear that the average cost of 
projects related to all sanctioned applications is higher than that 
of the rejected applications* The same is true in respect of 
sanctioned and rejected applications from partnership firms, public 
.and private companies, but reverse, is the case with applications 
from sole proprietary units, joint Hindu family units and. co-opera- 
tive societies. Thus the corporation prefers larger projects cf 
former group and smaller projects of the latter group of the borrow- 
ing units. 


The table further reveals that except in the ease of the 
joint Hindu family units, all other borrowing units depend more 
on the loaned and less on the owned finances. Amongst their loaned 
finances the corporation’s contribution plays a significant role. 
Though the corporation has favoured those applicants \dao have shown 
lesser dependence on its loans, as the proportionate demand of 
corporation’s loan on sanctioned applications of all borrowing 
units have been less than it is in the case of the rejected appli- 
cations. This is true for all types of borrowing units except the 
joint Hindu family units and co-operative societies, Pi^portion- 
ately greatest dependence on the corporation’s loan is shown by the 
30 -opei^tive societies, their demand being € 7 % of the total cost 
3f projects. Then come the sole proprietaiy units, joint Hindu 
i’amily units, partnership firms and public companiss, which require 
'unds equal to.iaearly one-half of the total cost of projects, 
he private ccampanies occupy the last place in the above order, 
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which on their sanctioned applications demand merely 29^ of the 
total cost of the project. 

In respect of sanctioned applications owned finances 
contribute a sum almost equal to the loan from the corporation, 
but on the rejected applications it is less. This is true for 
all the borrowing units except public companies, where owned finan^ 
ce on rejected applications happens to be more than the same on 
the sanctioned ones. The owned source seems to be important for 
the joint Hindu family units, as it contributes more than half 
of the total cost of their projects. This is followed by public 
and pilvate companies and sole proprietary units which get more 
than two-fifths of the total cost of projects from this source. 
Partnership firms and co-operatiTe societies get least from this 
source! that is, nearly one-third of their total cost of projects. 

Loans from other sources have contributed^ on mi average^ 
more than one-fifth of the total cost of projects. This has been 
very important source of finance for private companies, but all 
other borrowing units attach little imiKsrtanee to it. 

The amount of the corporation’s loan and the cost of the 
projects can further be analysed with regard to the direction of 
•the variations bet'ween -the two ■with the help of the following 
■fcable 




St of Pro.iects and the Amottnt of Applicatlo: 
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The table reveals that out of the total ntmher of 100 
applications under the sample 87 applications have denomination 
below Hs« 5 lakhs out of which 53 applications belong to projects 
having cost below Rs. 5 lalchs and the rest of the applications are 
for the larger projects. All except one application belong to 
denomination groups below Rs, 10 lakhs. The analysis of the relat- 
ionship between the* cost of projects and the denominations of the 
applications at all levels indicate a low degree of positive 
relation as the value of the co-efficient of correlation is 
+.64+, 04, Tnis means that such relationship varies between +.60 
to +.68 in case of ilher similar samples from the same universe. 
Thus, even the highest value of positive correlation, i,e, +.68, 
does not indicate a very high degree of such relationship. This 
is because of the presence of lower demaiai in respect of projects 
of even higher costs. 

The analysis of sanctioned applications made separ atel y 
further reveals still lower degree of co-efficient of correlation, 
its value beii^ +,58+,06, whereas in respect of the rejected 
applications value of r is +,90+,02i, 

It may be noted that the 

apjOLlcations^igher denominations^ even in respect of the projects 
of hi^er costs, as such the applications of high denominations 
with mm high cost of projects have gjreater possibility of 
ejection sajactloh# 




Chapter XII 


ANALYSIS OF SAHCTIONS 

I I f 

,c ^ ' 

The corporation, from its own funds, is authorised to 
sanction financial assistance upto 20 lakhs, hut generally 
it has heen much below this maximum limit. The Corporation, 
after a thorough scrutirqr of the individual projects, sanctions 
an amount which, together with the funds from other sources, is 
considered to be sufficient for their financing. That is why 
the aanctioned amount in a few cases is greater than the amount 
originally applied for, although in most of the cases either the 
amount of sanction is equal to or less ihan the original demand* 
This fact can be analysed in the following table J- 


Table 12.1 

Original Demand and the Amount Sanctioned 
(Ft, in lakhs) 


Quantum of 
Sections 


Applications 

Sanctions 

% of 

Banctlpn 

No, 

. Total 
Amount 

Average 

Amount 

■T 

Amount 

% to 
total 

“To applX-" 
cation 

Above original 

DemaM 

5 

17.77 

3.55 

21,50 

11 

120 

Equal to original 
Demand. 25 

t 

10M-.60 


104,60 

56 

100 

Below oriidnal / 

Demand 

28 

14*7^ 

3.0^ 

62,32 y 

33 

7>^ 


58 20^^11 3-^57 188 A 2 100 


Total t 


91 
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The table reveals that out of the total number oT 58 
sanctioned applications five get a sanction of 120^ of their 
original demand, although in a few exceptional eases this per- 
centage has gone upto 140^. On the other hand, on 28 sanctioned 
• applications, the average sanction has been of the amount 
applied for and the remaining 25 applications have been sanct- 
ioned in full, Number-*wise, sanctions below the amount of 
applications are more popular, but the" amount-wise the popularity 
centres round the sanctions equal to the amounts originally appl- 
ied for. fanctions above the original demand is least popular 
from both points of view, which signifies a careful scrutiny 
of the projects by the corporations'. The table further reveals 
that the applications of higher denominations are accorded 
sanctions either more or equal to the amount applied for but in 
the case of the applications of lower denominations, the finan- 
cial assistance sanctioned is below the amount applied for. 

The aanctions may also be analysed at various levels of 
denominations of applications with the help of the following 
table *» 



..PI' fc>ai:ictlQn at Ya rioiiB levels nf T)QnoTn^T^«tf^rtw 
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The table reireals that, on an average, the eorporation 
sanctions 91 ?^ of the total amount requested for in the applica- 
tions, hut the sanctions vary according to the life of the 
borrowing units, the percentage of sanction being lower in the 
• case of new units and higher in the case of existing units. 
Similarly, the percentage varies according to the denomination 
levels of loan applications, which is 89/ at the lowest level 

and 100/ at the highest. New units exhibit a similar trend, 

r.. 

but reverse is true about existing units. Thus, the doi^pora- 

/ 

tion sanctions still lower amounts to new units applying for 
smaller loans, whereas in the case of existing imits applica- 
tions of lower denominations get proportionately higher sanctions 
than the applications of higher denominations. 

Out of the total sanction, more than half belongs to 
applications having denominations below Rs, 5 lakhs and a little 
more than one-third goes to the applications with denominations 
between Bs, 5-10 lakhs* The rest come under the highest denomina- 
tion-group. A comparison of the percentage of sanctions with 
the percentage of the amount of applications of various denomi- 
nation groups shows that at lower levels the percentage of the 
amount of application is higher lhan that of the sanction, which 
is indicative of lower sanctions to the applications of smaller 
denominations .t It is also true about the applications from new 
Units I as i^e percentage of amount of appOLioatior^ of smaller 
denemliiations is idille in the ease of saiujtion it is* 79^5'* 
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In case of existing imits such percentage of the amount of 
applications is lower than that of sanction, i.e. k-1^ and ’ » 

42.2^ respectively. 

The table further reveals that nearly four-fifths of 
the total sanction to new units belongs to applications of small 
er denominations, while in the case of existing units it is 
slightly more than two-fifths of the total sanction. Such 
preference for the applications of lower denominations from new 
units is evident from the value of Yule’s co-efficient of associ 
atlon between applications below P". 5 lakhs and their sanction 
which is +.65. Thus, the corporation favours applications of 
higher denominations from existing units as compared to those 
from new units. 

On a study of different types of cases there appears 
to be some relationship between the size of the sanctions and 
the denominations of the applications, which is analysed in -Uie 
following table t- 



g . t , Levels of Dptn onlnetinng 
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The table shows that the percentage of sanctlon'in the 
case of above three categories l.e, more than, eoual to and less 
than the original demand varies according to the denomination 
of the individiial application^ In case of sanctions in excess 
of the original demand the percentage of sanction at all denomi- 
nation levels is more or less equal to the average percentage. 

On the other hand in respect of sanctions equal to the original 
demand at lower levels of denomination the percentage of sanction 
is lower than the average percentage, which increases alongwith 
increase in the denomination. This indicates that, the sanction 
equal to the original demand is more popular with the applications 
of higher denomination. The percentage of sanction in the case 
of applications of lower denominations getting less than their 
own demand is higher than the average percentage which Indicates 
that the sanction of this category is more popular with applica- 
tions of lower denominations . The value of Tule’s co-efficient 
of association between number of sanctions equal o£o or more than 
the amount applied for and the number of applications having 
denominations above te, 5 laMis is 

The amount of each type of sanction in relation to the 
total sanction at each denomination level also reveals a tendency 
similar to that stated above as out of the total sanctions of the 
applications of lower denominations highest amount goes the 
sanctions’ less than the original d^ands^ At Id^er denominations 
the amount of sanctie® tfual 'to demand is the highest. The 



‘-anction in e^ccess of tho eeranr^ noes not seem to te ponulnr at 
any denomination level. 

The eanctionr r.s a vhole to the rariour types of the 
lorrowanr nnits can also he analysed as ner the folloi..'inf table: 

t,n V arious rorromntr 


lorrowinr Units 


Proprietary 8 
11 


in lalchs ) 

— to Amount 


Joint Hindu 
family 


Amount 


I Amotmt 


bf App 
jtions 

13.1? 

17 

11.20 

16 

86 

17.27 

8 

14.93 

8 

86 

4-. 15 

3 

3.73 

3 

90 

P.15 

3 

1.90 

3 

86 

2.15 

1 

1.90 

1 

86 


Partnership 


Private Companies 7 

17 

10 

Co-operative 

Societies 


78.39 

35.90 

19.35 

68.00 

1,9,45 

2.00 

2.00 


37.15 

67.80 

30.65 

18.00 

62.4-5 

41^4-5 


5^.5 

36.0 

26 

26.5 

33 

37 


Total 


28 / 77. 11 
58 207.11 
30 130*00 


1 

1 .3^ 

1 

1 

1.34- 

1 


— 


100 

68,25 

100 

100 

188*4-2 

100 

100 

120*17 

100 


88 

91 

. 9^ 
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The table reveals approximity between the sanctions 
to various borrowing \inlts and the amonnt of applications. The 
percentage of the amount of applications of varions -units to 
their total demand and the percentage of sanctions to vartous 
• units to the total sanction is identical in respect of sole 
proprietary units, joint Hindu family units, private ccanpanles 
and co-operative societies. It is different only in respect of 
partnership firms and public companies, where in -the former case 
the percentage of sanction to total sanction is lower -than the 
percentage of amount of application to total amo-unt of applica- 
tion* Such ijercentage in -the latter case is higher -than the 
X^ercentage of -the amo-unt of applications from these uidts to the 
total amo-unt of all applications. This indicates the Corporation's 
inclination -towards the public ccanpanies and lesser sympathy 
with the demands of -the partnership firms." 

This tendency -towards public companies becomes more 
obvious when we observe that the percentage of sanction -to -the 
amount of applications is higher -than that of the other borrowing 
units. The average percentage of sanction to the amount applied 
for in Inspect of all types of the borrowing units is 91 ♦ but 
In -toe case of public companies it is 10if, Hext ccaue ihe private 
ecMBpanleB-ln the oase^ of which s-uch pewentage is etpial to 9^1. 

Apart frem these two units ^ in all other eases Ihc sanctioned 
amount ranges between 6? to 88 |«roent of the amount of apiUcattons* 
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In respect of the new •onits the percentage of sanction 
to various borrowing units to the total sanction to such units 
is identical as compared to the percentage of amomt of applica- 
tions of respecttve units to the total amount of application of ■ 
. all new units. It is observed that the corporation, to some 
iXtfnt, favours new private ccmipanies in preference to new part- 
nerbhip firms and new sole proprietary units as the percentage 
of sanction to the total sanction to new units is higher in the 
fanner case and lower in the latter than the percentage of the 
amount of their applications to the total amount of all applica- 
tions, On an average, the sanction to new units is 88^ of the 
amount of application but such percentage of sanction is higher 
in respect of the private companies, •vdilch is iMicative of a 
’favour in their case. In resi^ect of all other types of new 
borrowing units the percentage of sanction is lower "sdiich is 
indicative of the corporation’s disfavour towards thiM. 

The «(orporation seesms to be iralifferent to existing 
sole proprietiry units and co-operative societies, as the percent 
age of the amount of ap|0.ioation to the total demand is identical 
witii the percentage of the amount of sanction to the total 
sanation in respect of all the existing imits. On the other hand 
the percentage of the amount of appHoations from existing 
partnership firms and private ccJiiJanles t6 the total «ount of 
apiUoatlons fro® aH exliting wdlts Is more than the percentage 
of their sanoti€s« to the total sanction to all «xistii»t lisitau 
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This iMlcates a disfaTour by the corporation for these imits. 
The corporation favours the existing piSslic companies, as the 
percentage of sanction to these in relation to the total sanct- 
ion to all xinits is more than the percentage of the amotmt of 
. their applications to the total amount on all applications. 

The size of sanction in comparison to the amotmt of 
application also varies according to the constitutional set up 
of the borrowing units, which is as follows i- 



■teotin'fe Ho* Afflount 
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The table reveals that out of the total sanction*on 
an average, 115^ is above the original demand, but in the case 
of sole proprietary units the sanction of this category goes up 
to 31/^j followed by partnership firms and public companies# 

There is no sanction over req’oireinent in respect of joint Hindu 
family units, co-operative societies and private companies# 
Similarly out of the total sanction^ on an average, ^6^ falls in 
the category of sanction equal to the amount of application, 
which is higher in case of public and private companies and lower 
in case of sole proprietary units and partnership firms# Rest 
of the 33 % of the total sanction comes in the category of sanct- 
ions less than the oidginal demand but it is higher in the case 
of partnership firms* 


C 

This Reveals) that the ^Corporation favours applications 






0 companies and private 


jfrom sol^ proprietary units, 
companies, as the sanctions moi« than and equal to the amount 
I of applications range between 73 % to 100/^ in their cases# But 


there appears a little disfavour for partnership firms, as the 
arount of sanction less than the regulriiBent is ^ 3 %$ iMle the 
sanction equal to and more than the requlrweiit ecwes to oriy 
^ 7 %* 


According to m»her of sancticuw al 80 | a favour ii 
obvlowi in respect of sole proprietary ■malts | phli© Mi 
©Sttpsaieit but reverse In true in aU other eases as # Xhige 
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mmber of applicatloiis come In the category of the sanctions 
less than original demands. 

The amount of sanction can further he analysed from the 
point of view of the purpose of loan vdiich is as follows t 



Table 12.6 
for 



The table shows that the relative position of various 
purposes is differenti as the demand of funds for plant and aaohi*» 
nery is 66^ of the total amount of applications > which Is followed 
by the demand of funds for buildings, ’which is only 30^* Ihe 
demand of funds for working capital and land is very nominal, as 
it is 2.4' and 1.6 percent respectively. While making sanctions 
the corporation has favoured the demand of funds for building 
and plant and machine:^, as the percentage of sanction for these 
purposes to the total sanction is higher as compared to su<di 
l^rcentage in respect of requirements for these purposes. The 
corporation is unbiased to the demands of funds for land as the 
percentage of sanction to the total sanction is equal to the 
percentage of the requirement for this purpose to the total amount 
of application. This also shows that the corporation disfavours 
the demands of funds for working capital. Such tendency is also 
clear frc® the percentage of sanction for each purpose to the 
amount of the application. On an aveiuge, the sanction is 91 
peKsent of the amount of applications, but In respect of d«aids 
of funds fop purchasing plant and machinery and constructing 
buildings the percentage of sanction to the amount demanded for 
these purposes is 92 aid 93 respectively* SMs percentage is 
lower In case of sancticais for ©f laM and for working 

eaidtd iMsh indittates Msfwmm by corporatieii as far m 
tiiase purposes are 



In respect of new units, the table further reveils that 
applications demanding funds for acquisition of land and for 
meeting working capital requirements are comparatively more 
popular and the relative position of demand of funds for building 
plant and machinery has declined. The corporation seems to be 
less inclined to sanctioning assistance to new units for the 
purpose of working capital as the percentage of sanction for this ^ 
purpose to the total sanction is less than the percentage of ^ 
fimds required for this purpose to the total amount of applicationj 
But, for the purpose of land the percentage of sanction to the 
total sanction is hi^er than the percentage of funds demanded 
for acquisition of land. This tendency becomes more obvious from 
the percentage of sanction to the amount of application for variotti 
purposes. Chi an average Ihe sanction to new units is only 
of the total amount demazi^ed whi{^ varies for different purposes. 
Such percentage in respect of working capital is least, but in 
respect of building aM plant and ffiachinery it is higher 'jdiil© 
the hipest percentage is in respect of laM idiich indicates the 
hipest pi^rity for this purpose. 

In respect of the existing units, the table stiggests 
that the importance of fimds for acquisition of laud for 
wOltem^ capital has detained considerably, as Ihe demand fort*'-- 
these p^arposes m of ^ to*to ftwds d^updtd by' thw Imt tbe 
is ^y of ^ total toaits. Tiia 


Z(h 


to tihe total sanction to existing nnits is more than tlie igercent- 
age of amount demanded for there pfurposes to the total demand. 
Further, the corporation, on an average, has sanctioned 92^ of 
the amount of applications of the existing units hut the sanction 
, in respect of demand of funds for land and for working capital 
is very low. In respect of the sanction for building and plant 
and machinery the percentage of sanction to the total sanction 
is higher than the percentage of fund demanded for these purposes 
to the total demand, Ihj,s indicates that the corporation favours 
the purpose of btiilding and jdant and machinery in respect of 
both new as well as existing units, 

Periodicity of loans ; 

The ^rporation has sanctioned loans for a period rang-r 
ing between ^ to 12 years the most popialar period being 10 years. 
Out of total number of ^8 sanctions 37 belong to this term. 
Thirteen loans have been sanctioned for a period ranging between 
5 to 10 years# ^ sancticais each belong to the terms more than 
10 years and less than 9 years respectively, Aaornitwise nearly 
$0% of the total sanction is for a period ranging between 5 to 10 
years and 5*5^ the total sanction is in cayae of the period 
below ^ years* Oafiy of the total sanetlim belwogs to a 

t®» shove -1© fmmn ■ mmurnm 'periodic mmB 'I# T^rnm 
with tise itaadari deviacMon of years wtei-ih ss^gert® a vmriJtt** 
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Bate of Intereat s 

fhe interest charges varies 'bet¥een 6 to 10 percent 
■which is as follows 

Table 12*7 
Bate of Interest 


Bate 

Ho. of Sanction 

Amo'unt 

% of total 

6.0 

5 

19^63 

10 

6.5 

13 

S3 .35 

12 

7.? 

9 

y'' 

38 . 85 '^ 

21 

• 

22 

. /' 

88 . 6 ^*^ 

47 

9.0 

2 

3*75 

2 

9.5 

1 

3*00 

2 

10.0 

6 

11*20 

6 

Total 1 

58 

188.42 

llllllllll^^ 


The sh&m tbat the most iNcpular of intertot 

ij 8#5 peWNWt* as M oni BwmWem hwm b««m tfjarfsi 

at this imt#* , T|is is 1^ ^ rat® of %5 
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sanction at erery level of rate of interest 8.^ percent is the 
most popular rate, as nearly half of the total sanction is at 
this rate of interest. The average rate is 7 , 8 ^ with the stand- 
ard deviation of 1,3^, -feidch indicates a possibility for the 
variation of rates hets^een 7*8 + 3(1.3) is almost all cases. 



Chapter XIII 


Amysis OF DisrtmsEi’iiii'iT 


After the loan is sanctioned the ajnonnt is not handed 
over to the borrowers immediately, hnt it<'goest)to them throuirh 
a planned process of disbars ement. The borrowing anits are 
reqaired to falfil certain legal formalities before the disbar- 
sement is made* The position of disbursement to new as well as 
existing units is as follows 


Table 13.1 

Position of Disbursement to New As Well As Existing Units 
(Bs. in laMis) 


Borrowing 

Units 


Sanction 


0.4. J. o 

Disbursements 


f 

% of 

.disburse- 


No. 

Amount 


No. 

Amoimt 

% 

ment to 
sanction 

New 

28 

68.25 

36 

26 

y 

58.38 

3^.5 

86 

Existing 

30 

120.17 

€h 

30 

^ ^ — 

110.91 

3 92 


Total a 


56 


188*^2 100 56 169#29 100 90 
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The tahl® repeals that the total auoimt of dlsbups^eut 
is, on an aTemge, 90% of the total sanction. The position of 
dishiirsement varies according to the period of existence of the 
bor3?0¥ing tinits, as the above percentage in respect of the nev 

e^d-sting nnits, whinh reflects 
a^favonr towards the ei^sting iniits. This becomes more obvious 
When the percentage of sanction to these nnits in relation to the 
total sanction is ccmpared witti the percentage of disbursement 
relating to the total disbnrsement. The percentage of disbnrse- 

menfc to new msits is lower than that of sanction, bnt reverse is 
true abont the existing nnlts. 


Out of total sanction to new as well as existing tmits 

the dlebnreement ocmee to 90% with only a few^asee'/^^liebnrsa. 
fflentJi In a large noBher of eases there has been disbursement 

etnal to sanction ^ch is shown belcsw i- 


Table 13*2 

as o^nared With 


Borrowlr^ 

Italta 

Hew 




19 

7 

2i 


19 


11 


3W 



37*^5 

32 

ao.SS 

Vi 


3>».5 

m^m 





.yefc ... ..Mt- 

Am . m 


% o-t total of 
j^esne.cti-re 

100 

'73^ 

i7 
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The table reveals that out of the total disbursement 
the c/orporation has disbursed 38 sanctions in full and only 18 
sanctions have been partly disbursed. Out of the total amount 
of disbursement nearly 70% has been disbursement in full and 
the rest 30% is only part disbursement, which slightly differs 
in the case of the new units from that of the existing borrowinig 
units. Percentage of the disbursement in full to the total 
disbursement is lower in the case of new units than the existing 
units, but the reverse is true about ilie percentage of their part 
disbursement. This indicates that as far as the existing units 
are concerned the Corporation favours disbursement in full. 
Humberwise full disbursement is equally divided between the new 
and the existing units, but amountwlse nearly 68^ of the total 
disbursenent in full goes to existing units and only the rest 
32^ to the new units* On the other hand, despite a lesser ntratoer 
of part disbursement, the percentage of such disbursOTent to new 
units is higher* This indicates that the applications of hii^er 
denominations from existing units have been disbursed in full 
and those of lower dencsainations in part but in respect of new 
units the case is ^vmt the reverse* Amofimtid.se there is a 
positive association in fespect ^of fisQi-<dl#bmrs«B€nt to existing 
units as the value ©f the Tule’s eo^ffleleat of association is 
This indlcatis lut ^dlstimg unlti art in isort favottublt 



The table reveals that out of the total disbursement 
the Corporation has disbursed 38 sanctions in full and only 18 
sanctions have been partly disbursed. Out of the total amount 
of disbursement nearly 70 ^ has been disbursement in full and 
the rest 30^ is only part disbursement, -which sli^tly differs 
in the case of tlie new units from that of the existing borro-wing 
units. Percentage of the disbursement in full to the total 
disbursement is lower in the case of new units than the existing 
units, but the reverse is true about the percentage of their part 
disbursement. This iMicates -that as far as -the existing tmits 
are conceded the Corporation favours disbursement in full. 
Numberwise full disbursement is equally divided between laie new 
and the existing units , but amountwlse nearly 68^ of the total 
disbursement in full goes to existing units and only the rest 
32^ to the new tmits. On the other hand, despite a lesser number 
of part disbursement, -the percentage of such disbursement to ne-w 
units is higher. This indicates that -the applications of higher 
denominations from €KKistlng units have been disbursed in full 
and those of lower dencminations in part but in respect of new 
units the case is Just ^e reverse. Imountwlse there is a 
positive association in respect of full •disbursement to existing 
units as ^e value of Ihie YiiLe^s oo^efficient of association is 
■•$♦1^ This indicates existing xaalts are in more favourable 
pasitiim tn receive ^e amount soon after -teie »anetJ.'<m than the 



The position of disburseinent varies according to the 


consjbttntional set-up of the horrowing units which is as 
follows s- 

Table 13*3 

Disbursement to Various Borrowing Units 


Borrowing Units 

Sanction 


Disbursement 


% to 


No. 

Amount 

% 

No. 

Amount 

% 


Sole Proprie- 

tary Dnits 

8 

11.20 

16 

7 

6e4> 

11 

58 


11 

1^.93 

8 

10 

9.88 

6 

66 


3 

3.73 

3 

3 

3.^3 

3 

92 

Partnership 

Firms 

12 

37.1? 


11 

32^03 

55 

87 


2h 

67.80 

36 

23 

60.98 

36 

90 

1 

12 

30.65 

26 

12 

28.95 

26 

cAk 

yn- 

Private 

7 

18.00 

26 

7 

18.00 

31 

100 

Compoiies 

17 

62 .If? 

33 

17 

55.39 

33 

90 


10 

til. kt? 

*T^ ■e*T J 

37 

10 

37.39 

34 

84 

FetJlic 



mmt 


mm 

mm 


Coapanies 

4 

hOM 

21 

4 

40.00 

23 

100 


h 

40.00 

33 

4 

40.00 

33 

100 

Other Unit® 

1 

1*90 

3 

1 

1*9© 

3 

100 


2 

3.^ 

2 

2 

3.24 

2 

^l, 


1 

1*34 

1 

1 

1*14 

1 

85 

Total * 

28 

68*2? 

100 

26 

58.38 

100 . 

86 

‘ 


1i»A2 

100 

56 

I69.t9 

100 



3© 

1^*1? 

im 

30 

110*91 

10© 

92 







The table reveals iaiat, on an average, the disbwse- 
Hient is $Qf> of the sanction and varies from nnit to lanit. As 
far as partnership firms and private companies are concerned the 
percentage of their disbursement is the same as the average dis- 
bursement percentage but it is higher in the case of public 
companies and other imits and lower in the case of sole proprie- 
tary units. This also indicates that in respect of disbursement 
the ptdslic companies and other units are in a better position. 

A similar tendency is observed regarding disbursement to new 
units, ^ere the average disbursement is 86^ of the total amount 
of sanction. In their case the percentage of disbursement to 
the amount of sanction in respect of sole proprietary units is 
merely 58* but in other cases the percentage is above the average 
disbtirsement percentage. As compared to new units the existing 
units are slightly in a better position, in whose case the 
average disbursement is of the total amount of sancM.on# 

This percentage Is ^ in respect of private c<»panies which Is 
indicative of a slightly weaKen position of disbursement. It 
1« ^ and 100 in respect of partnership firms and pid^lic c«pan- 
les respectively. In the ease of existing sole proprietary units 
i3im i^Kfentage of disbursement to sanction Is equal to the 
average disbursement percentage, idiic^ indicates an improved 
position of disbursement ^en ccaspai^d with the new sole preprle** 
tary umdlts* 
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It Is further obserred that in the case of partnership 

0 

firms and prirate companies the percentage of sanction to the 
total sanction is equal to the percentage of disbursement to 
total disbursement vhich indicates that in their case the disbur- 
sement is compatible with the sanction. Such percentage of 
disbursement to sole proprietary units is lower, which places 
them in a less faTourable position. The position of the public 
companies is more favourable, as the percentage of their disburse- 
ment to total disbursement has been higher than the percentage 
of their sanction to the total section. 

On the basis of the above comparative analysis the 
corporation seems to be favouring earlier disbursements to new 
private comi^raies, than to all other new imits. Similarly in the 
case of existing units such favour is shown only to pit)lic 
companies. 


The size of disbursement (i.e. full or part) companid 
with the amount of sanction seems to be relatSd. wllh the const!- 
tutloml set up of different borrowing units, which is shown 
below *- 
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Table 13 

ProT)ortion of Fiill Disburgerent to Various Borrowing Units 


(R::. in lakhs) 


Borrowing Units ' 

Total disbursement 

PishTirsement 
in fiiLl 

fo of 
Total 

lo. 

Aftonnt 

V 

ilo* 

Amowit 

Bole Proprietary 

7 

6A5 

5 

4.85 

75/ 

Units 

10 

S*88 

7 

6.58 

65-'- 


3 


2 

1.73 

50 

Partnership Firms 

11 

32.03 

6 

13.00 

11 


23 

60.98 

14 

34.80 

57 


12 

29*95 

8 

21.70 

75 

Private Companies 

7 

18.00 

7 

18.00 

100 


17 

55.39 

12 

35.45 

65 


10 

37.39 

5 

17.45 

47 

Public Companies 


... 

... 

.. 

•fit Ml 


If 

Vo, 00 

4 

40.00 

100 


If 

40.00 

4 

40.00 

100 

Other Units 

1 

1.90 

1 

1.90 

100 


2 

3.04 

1 

1.90 

63 


1 

1,14 

.« 

mi m 

mmt 

Total 1 

26 

58.38 

19 

37.85 

65 • 


56 

169.29 

38 

118.73 

70 


30 

110,91 

19 

80.88 

73 


Boi® 1 Upper wM lower figures of eacb oolimt relate 

to .wm and esEistlng tinits respectively and those • 
in aiiddle for both imits ' taken together# 
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The table shows that, on an average, the disbtirsement 
in foil comes to be 655^ and 73% of the total disbitrsement to new 
and existing nnits respectively, which indicates a favour for 
the latter. This seems to have varied according to the consti- 
. tntional set-up of these borrowing units. In case of new units, 
except the partnership firms, where such percentage is 41, in all 
other cases It is higher than the average percentage of disburse- 
ment, which shows a favour to them. In the case of existing 
units such favour is also obvious for public companies and part- 
nership firms , as the percentage of full disbursement to the 
total disbursement to these units is higher than the average 
percentage for all existing units taken together* 

On the basis of the number of disbursements in full in 
relation to the number of total disbursement to new as well as 
existing units, in the case of new private companies all the 
seven disbursements made to them belong to the category of disbur- 
sement in fuH, but o-^of 10 disbursements to existing private 
companies only 5 l>elohg to the above category, thereby Indicating 
a favour to the former* On^e o«xer hamd. aecordimg to toe 
above standard the corporation seems to favour existiiig i^rtner* 
ship firms, as out of 12 disbursements to tham 8 belong to the 
category of disbursement in full| whereas In case of new units 
the nttibers of disbursement in fUll Is only 6 out of the total 
maaber of 'toeir 11 disbwsj®i»nt% The corporation mmiM to. be 
w&iased to new as m existing units §1 sole proprietary 
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concerns, because the ratio of niamher of disbursement in fall 
to the total mimber of their disbursement is almost eqpaal* 
such tendency is seen in the case of public companies and other 
units, as there has been no disb-ursement in full either to new 
. or to existing units. 


The disbursement does not start just after the sanction. 
It begins after the completion of certain legal formalities, 
\diich naturally takes some time. This has been analysed in the 
following table j- 

Table 13*5 



58,38 100 30 110.91 100 56 I69.29 100 


Total n 26 
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5he table shows that out of $6 disbursement lj-9 s.tart 
wiithin a period of one year which, oorer nearly three-^fourths 
of the total disbursement* There are 21 disbursements which 
have started within a period below three months involving a sum 
, equal to 30^ of the total disbursement* Eisbursements to sis 
units involving a sum equal to 18^ of the total disbursement, 

a 

. start within a period of one to two years and there is one such 
disbursement ^tlch starts after a period of two years* The 
overall average period for the beginning of disbursements is 
6*5 months* The position of above time-gap varies according to 
the period of existence of the borrowS.ng units* 

In case of new borrowing units half of the disbursement 
involvSng a sum equal to ^8^ of the total amount of disbursement 
starts wi tilin' a pe^od o:^ three months* om- case 

ing !an amount equal to 6^ of the total dlsburs^Eaent, it takes 
more tha n a year* The overall average period for the start of 
dlsbursfaaent in their case is nearly 5 months* 

C5n the other hand, in the case of existing borrowing 
wdts the tlme-gapi extends even beyond two years* The most 
iwopjlar period in their case is 3*6 months during which the 
disbf«rse«ints start cm 10 sanctions involving a sm equei to 
marly oj^^lhird of the total disbur sweat* Out of the total 
MBber of 30 dlsbursweEts ^ start within a period of a year^ 
whi^ involve a suoi to .two^^thii^of the total disbipsement 

to existi]^ viilis* five disbursements involving a sw equal to . 
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nearly one-fourtii of the .total disbursement starts after. a year 
and one case has taken even more than two years for the start 
of disbursement# The average period of the time-gap for such 
units is slightly more than seven months. 

Thus the average tifae-gap of six months for starting the 
disbursement for all units is even greater in case of existing 
units, only slightly smaller in the case of new units. Thus a 
sufficiently long time passes before the borrowing units get 
fimds to start working on their projects# 

The position of time-gap in disbursement may also be 
analysed separately for different types of the borrowing units 
as follows *- 
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Table 13*6 


m 

Position of Tlm^ Gat) Between Sanction and First Dlsbiirsement to 

Various Units 


Period 

Ctaonths) 

Sole Propri- 
etary Units 

Part- Private 
nersbip Compani- 
Firms es 

Public 

Companies 

Other 

Units 

Total 

Below 6 

3 

8 

5 



17 


6 

16 

12 

- 

1 

35 


3 

8 

7 

• 

- 

18 

6-12 

h 

3 

1 

Ml 

Ml 

8 


h 

5 

2 

2 

1 

14 


- 

2 

1 

2 

1 

6 

12 - 18 


#.* 

4 

Ml 

MU 

4 


m 

1 

a 

1 

•m 

§ 


- 

1 

1 

1 


3 

Above 18 


«. 


«. 

mm 

Ml 


«* 

1 

1 

1 

. 

3 


- 

1 

1 

1 

MU 

3 

Total 

7 

11 

7 


4 

26 


10 

23 

17 

- 

2 

56 


3 

12 

10 

If 

1 

30 

Avemge 

period 

3 

4.6 

5.6 
6,5 

5,6 

6.8 

6*6 

13.5 

13.5 

1 

9 

5.3 

6.3 

7,2 


Hot® i Hpper and lower figiares of each coliimn relate to 
mw mi existing nnits r©s|HictiTely and thosf in 
laae adbfldl® for both nnits^ tahen .together^- 






219 




!rhe table reveals that a larger ntariber of disbtirsements 
in the ease of all types of the horroving units except the ptiblic 
companies start within half a year. In the case of public 
companies most of the disb-ursements have started within a period 
. of 6-12 months. Thirty-five disbursements, the highest number, 
start within a period of six months. Individually all disburse- 
ments of sole proprietary units start within a year, although 
the disbursements to existing ones start within six months* 

The average period for the start of disbursement comes to 
months, although the average in case of new units is a little 
higher and in case of existing units it is considerably lower. 

On the other hand most of the disbursements of partner- 
ship firms start within six months but among them all disburse- 
ments of new units start within a year whereas thereof existing 
units tahe even more than two years* The average period for the 
start of disbursement to both types of partnership firms is ?.6 
months, the same being lower for new units and higher for the 
existing ones indicate a tendency contrary to that observed in 
the case of sole proprietary units. 

In case of private ccmpanies the position of early 
start of disbursement has further deteriorated#. The average 
period for the start of disbursement is 6*2 months, which separa- 
tely considered is slightly lower for new units and higher for 
the existing ones* This position becomes worst in the case of 
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public companies in wlaose case it takes even a period of jbvo 
years where as the arerage period for the start of dishursement 
to all such units is 13*5 months. 

The airerage period for the start of disbursement for 
all units taken together is 6.3 months, whereas the same for sole 
proprietary units and partnership firms is lower and for public 
companies higher which indicates a favour for the former. The 
average period for the start of disbursement to new units comes 
to be 5*t3 months but the same is lower in the case of new partner 
ship firms and higher for new sole proprietary tmits, private 
companies, which indicates a favour for the foimer and disfavour 
for the latter. In case of existing units the average period 
for start of disbursement is 7*2 months but in all other cases 
except that of the public companies such period is lower ■sdiich 
is indicative of a favourable position of start of disbursements 
in their cases* 

After considering the position of the tlme*gap between 
sanction and the first instalment of disbursement to various 
borrowing units, let us consider the time taken for full disbu»se 
ment to ne w as well as existing tmits. 
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The table shows that full disbursement has taken *consl- 
derable time, which in some cases has even gone beyond three 
years. In a few cases the iifeole amount has been disbursed in a 
single instalment. In most of the cases the total disbursement 
has been completed within the period of a year, though it has 
varied according to the period of existence of the borrowing 
units* In the case of new units out of total number of 19 
disbursements only have been completed within a year, but in 
the case of existing units 17 disbursements out of the total 
number of 19 have been completed within the said period of time. 
Such tendency is obvious not only in respect of number but also 
in respect of amount involved in the disbursement,i as of the 
total disbursement in full to the existing units has been disbur-^ 
sed within a year whereas the same in the case of new units is 
7 ^%* The average period for the completion of disbursement to 
all units comes to be 7*5 months which is even higher 
months) in case of new units, but lower (6,5 months) in case of 
existing imits* The value of Mode for disbursement is also 
about six months i.e* 6.4^ months for all units, 6*7' months for 
new units and 6*2 months for existing units which indicates that 
most of the disbursements have been completed dtiring a period 
of about six months* Thus it can be concluded that’, though the 
©orporatioh takes a lot of time to start disbursement yet it has 
taken even years in a few cases for completing disbursement* 
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The dishTirsement is generally made in instalments,, 
the number of which varies from ease fco case which in respect of 
new as well as existing tmits, can he analysed as follows j- 


Table 13.8 

WiBgber of Instalments for Full Dlsbtirsement 

' (Rs. in lakhs) 


Number of 
Instal- 
ments 

New 

Units 



Existing Units 


Total 



No. 

Amount 

% 

No 

. Amoiint 

% 

No. 

Amount 


1 

2 

2.00 

5 

1 

4.75 

6 

3 

6.75 

6 

2 

3 

2.85 

8 

10 

47.83 

60 

13 

50.68 


3 


12.70 

33 

4 

14.10 

17 

9 

26.80 

22 

’"'.if 

3 

5.10 

13 

1 , 

2.60 

3 

4 

7.70 

7 


1 

4.50 

12 

2 

9.10 

11 

3 

13*60 

11 

6 

3 

5.20 

14 

1 

2.50 

3 

4 

7*70 

7 

Above 6 

2 

5*50 

14 

- 


- 

2 

5.50 

5 

Total 1 

19 

37*85 

6 

100 

19 

80.88 

100 

38 

118.73 

100 
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The table shows that the disbursement in two ins€alinents 
has been most popular as in 13 out of 38 cases full disbursement 
has been made in two instalments inyolving a svm equal to k-2^ 
of the total amount of full disbursement. This is followed by 
three instalment disbursement, which has been made in 9 oases 
imrolving a sum ecjual to 22% of the total disbursement, in full. 
Instalments numbering 2-3 combinely corer 22 cases out of total 
number of 38, which imrolves a stim equal to of the total 
disbursement in full. The same number of instalments is there 
in out of 19 caJies of existing units, imrolYing a sum (|qual 
to 77% of the total disbursement in full to them. 

But its popularity has declined in case of new units 
where such ntanber has coTered only 8 out of the total number of 
19 cases which involTe a sum equal to of the total amount of 
full disbursement to such units. The Model number for new units 
is three, whereas it is two for existing units. It can also be 
obserred that the total number of instalments for full disburse- 
ment in case of new units is 72, but it is ^3 for existing units, 
althou^ the total amount of disbursement in full to new units 
Is less than it is for the existing units* This Indicates that 
the corporation disburses total amount to new units in instalments 
of smaller denomination and ottierwise to existing units. 
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The average number of instalments for disbtirsemeift is 
3 for all units , In the case of existing tmits the disbursements 
in less than three instalments is positively associated as the 
9stlue of Tule*s co-efficient of association is + ,5^* This 
indicates that -the corporation is inclined to disburse the loan 
by smaller number of instalments to existing units and by larger 
number of instalments to new units. 



Chapter XIV 


AHALTSIS OF BEPAYMEITO 


The repayment of the loan is made in instalments of 
equal denomination spread over the term of the loan. It does not 
start ^list after the sanction or disbursement, but after the 
expiry of a certain period from the date of the disbursement of 
the first instalment known as the gestation period, - ItS/ position 
is as follows !• 


Table 11+.1 

Gestation Period for Repayment 


(Rs, In lakhs) 


Months 

Hew Units 


Existing Units 

»« .JUX* / 

Total 


Ho * Amount 

% 

Ho. 

Amount 

% 

Ho. Amount 


0-12 

7 16*86 

29 

8 

19.86 

18 

15 36.72 

22 


/ 


/ 



/ 



/ 







12 - 18 

13 31.09 

53 

18 

77 . 6 $ 

70 

131. -108.78 

64 

18 - 24 

6 10.09 

18 

4 

13.36 

12 

10 23.79 

14 


Total 3 26 58,38 100 30 110.91 100 56 169.2$ 100 




227 


The table reveals that out of the total number of 
56 disbursements, in 15 cases the gestation period is less 
than a year, involving a sum equal to 22^ of the total disburse- 
ment, which is more popular, at least amount-wise, with new 
• units than with the existing ones as the percentage in the 
former case is 29, whereas in the case of the latter it is 18 
only. Similar tendency is observed about the gestation period 
ranging between 18-24 months, covering 10 cases Involving a sum 
equal to 14^ of the total disbursement. The most popular gpe^a- 
tion period is betwen 12-18 months, as the highest number of 
31 disbursements involving a. sum equal to 64$^ of the total disbur- 
sement, belong to such period. It has been comparatively more 
popular with the existing units, as 18 out of the total number 
of 30 cases involving a sum equal to 70^ of the total amount 
for such units, belong to this gestation period. On the other 
hand, in case of new units only 13 out of the total number of 
26 disbursements involving a sum equal to 53^ of their total 
disbursement belong to this period. It is further confirmed by 
the value of ^the Yule‘s co-efficient of association between gesta- 
tion period over one-and-half year and the state of repayment 
by new units, which is +.3, 

The popularity of the various gestation periods varies 
according to the constitutional set-up of the borrowing units, 
as shown in the following tablet- 



G^.statlon Pe3:»lod fo r Various Units 
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Tkie table reveals that the different gestation periods 
are not equally popular -with all types of the borrowing units. 

The gestation period of 12-18 months is most popular with public 
companies, joint Hindu family units and co-operative societies, 

*as such units are required to start repayment within this period. 

In case of all other units, although most of the cases of repayment 
belong to this gestation period, yet in a few cases the gestation 
period happens to be higher and lower also. Out of the total 
number of their 56 cases 15 involving a sum equal to 22% of the 
total disbursement belong to a lower gestation period i,e, below a 
year. Most of such cases belong to partnership firms* Amount-wise, 
the percentage of disbursements to sole proprietair units and 
partnership firms having this gestation period, is higher than 
the overall average percenjfeage, thereby indicating popularity of 
suoh period vlth them, .^larly 10 out of 56 dlehureemente hare 
higher gestation period, involving a sum equal to of the total 
disbursement. This percentage in respect of sole proprietary units 
and private companies is higher, indicating the popularil^ of a 
higher gestation period wlih such units. But even amongst such 
units the gestation period between 12 - 18 months is most popular, 

allhou^ the percentage of disbursement having this gestation 

/ 

period is l^wer than overall average pereentage. 

After the expiry of the gestation period the borrewing 
units are expected to staart the repayment, idiloh has been done 
even earlier in a few eases, Xt Is shown in the' following table t* 
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Table 14,3 

Tiiae Taken for the Start of Repayment from the Bate of Expirv of 

Gestation Period 


Days 

lew tJnits 


Existing TJnits 


Total 

iiO /, , , , 


Ho. 

ihnount 

% 

Ho. 

Amount 

% 

Ho. 

Amomt 

% 

Before 90 

1 

2.50 

2' 

1 

2.60 

3 

2 

5.10 


90-0 

4 

6.25 

6 

6 

18.47 

19 

10 

24.72 

25 

0 

2 

6.75 

7 

2 

6.20 

6 

4 

12,95 

13 

0-90 

3 

6,50 

6 

6 

37.31 

37 

9 

43.81 

43 

After 90 

4 

8,65 

9 

3 

5.50 

5 

7 

14.15 

14 

Total t 

14 

30*65 

30 

18 

70.08 

70 

,,32. 

100.73 

100 


The table shows that only 32 tmits haT© started the 
repayment, out of which 4 nnits start the repayment on the day the 
first instalment falls dii® and 12 tinlts involving a sm equal to 
30 ^ of the total amonnt of their disbursement even prior to their 
dne dates. Half of the total nnmber of mits start repayment after 
the expiry of the dne dates which involves a sttm more than half of 
the total amoimt. This lapse has extended even to a few years in 
some eases • Thus it can be ooneluded that units getting smaller 
disbursements start repayments punctually and delay occur! only in 
the ease of uoits gettinf disbursement of larger sums^ 
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Mmtberwise, almost similar tendency is observed in 
respect of nev as vrell as existing tmits. Out of the total 
number of 32 anits starting repayments 18 belong to existing 
units and the rest to new units* Kumerically the units are 
, equally divided as far as the start of repayment during pre and 
post due date period is concemed. Kumber-wise the value of Yule’s 
co-efficient of association between new units and pre due date 
start of repayment is zero. Amount-wise, there seems to be 
positive association, as the value in this respect is - 4 -, 2, In 
other words existing units getting higher amounts of disbursements 
fall to start repayments in time. 

It is revealed that out of % disbursements only 6 
units have repaid the loan in full, 26 units to the extent of 

of the total disbursement and Ihe rest 24 units have not even 
started the repayment, similarly out of the total amount of re- 
payment nearly belongs to the category of the full repayment 
and the rest to the part repayment. 

In case of part repayments some units are regular, 
whereas the others are not so, iwhich may be considered in the 
following table *- 
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Table 14.4- 

Posltlon of Part Reeayment 







(Rs. 

in laMiB) 


Repayment 

New Units 


Existing 

Units 


Total 


No 

I. Amount 


No. 

Amount 

% 

No. 

Amount 

% 

Regular 4 

4,24 

42 

10 

25.56 

89 

14 

29.80 

76 

Overdue 7 

5*94 

58 

5 

3.19 

11 

12 

9.13 

24 

Totsl: 11 

10,18 

100 

15 

28,75 

100 

26 

38.93 

100 


Tiie table reveals that in respect of part-repayments ofit 
of the total number of 26 such repayments 14 are regular ana the 
rest 12 are irregular. The irregtjlar repayments cover only 2h% 
of the total amount of part repayment* This indicates that 
despite almost eq\ial number of regular and overdue repayments the 
amount in the later case is very low# 

New and existing units have followed a reverse order in 
respect of regular and overdue repayments, as in the former case 
out of the total number of 11 part repayments 4 have been regular 
and 7 irregular, but in the latter case 10 out of the total 
member of 15 units have been making regular repayments. 


This explains that the existing units are very particular 
in making regular repayments ^ hut the reverse is true ahout new 
t^ts. It is further clear from the value of the Yule*s co-effic- 
ient of association for existing units making regular repayments, 

» idhich is +,5^5» whereas for new units it has a negative association 
to the same extent. 

Regular and overdue repayments made hy different borrow- 
ing units can be further analysed with the help of the following 
table 
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The overall position of repayments hy new "units indicates 
that most of them have "been overdue, both number-wise as well as 
amount-wise. So far as the regular repayments are concerned most 
of them are from private companies, as out of 4 new units making 
regular payments two belong to this category, covering 86?:^ of the 
total regular part repayment by new units. As far as overdue 
repayments are concerned most of them are from partnership firms, 
as out of a tctal number of 7 overdue repayments 3 belong to this 
category, paying 59.^ of the total amount of overdue part repayment 
by new units. 

The overall position of repayments by existing units 
indicates that, number as well as amount-wise, most of them have 
been regular, as out of a total niamber existing units making 
part repayment 10 have been regular and only 5 units have delayed 
their repayments. Amongst existing borrowing units making regular 
payments, number-wise, partnership firm appear to be most regular. 
Amount-wise, fuch popularity goes to public companies , On « the 
other hand overdue rei^yments, both number as well as amount-wise 
are mostly found in case of partnership firms. Thus it is Sbvious 
that i^gular repayments are from publie and private companies, but 
oveml'ue repayments have been occasioned by partnership firms, both 
new as well as existing ones. 

Similar analysis may be done , in respect of units , making 
m repayment f Sueh uni-fes saw either *- 



(i) Those from i-jhom repayments were not cine; 

(ii) Those from whom repayments were overdiie. 

The porition of the units telonfinf to the latter category may 
he consiciered as follows s- 


Tahle 14,6 

Overdue Pon-EenaYr.ent As Compared to 11 shnresement 


(R’. In laldis) 


Units 

rishursement 

Overdue 

Non-repayment 

io J 

f to 

disburse- 


No. 

Amount 

No. 

Amount 

infill w ^ 

Sole Proprietary 
Units 

10 

9.88 

1 

1.10 

11 

Partnership Firms 

23 

60.98 

2 

5.17 

8 

Private Companies 

17 

55.39 

3 

12.58 

23 ' 

Co-operative 

Societies 

1 

1 

1 

1.14 

100 

Total J 

51 

127,39 

7 

19.99 

16 



The table reveals that on an average the units, getting 
16/? of the total disbiarsement made to them, have hotreven started 
repayments, although in some cases it has been much overdue* 

This percentage varies from tmit to un3.t, which goes as hi^ as 
.100 in case of co-operative societies, but only 8 in case of 
partnership firms. In case of private companies it is worth 
noting that in 3 out of 17 cases of disbursements no repayment has 
started, which coders an amount equal to 23 % of the total amount 
of disbursement to such imits. Thus the non-repayment is compara- 
tively more popular with private companies and less with partner- 
ship firms and sole proprietary concerns* As far as public compa- 
nies and joint Hindu family units are concerned there has been 
no case of non-repayment* 

In the sample there are 19 units whose repayments have 
been overdue, out of which 7 units have not even started repayment 
but the rest 12 units have been making delayed repayments# The 
l^riodiclty for such overdue repayment is as follows i- 



Table 1^.7 


Periodicity of Overdue Repayment 
(fe. in laMis) 


Periodicity 

(Months) 

Non-repayment 

Irregular 

Remvment 



Total 


No* 

Amount 

fa 

No. 

Amount 

f 

No. 

Amount 

’ ' f 

tJpto 6 

2 

11.82 

59 

2 

7.50 

31 

4 

19.32 

kk 

6-12 

1 

2.35 

12 

2 

2.90 

12 

3 

5.25 

12 

12 - 24 

2 

2.47 

17 

5 

11.35 

48 

7 

14.82 

34 

Above 24 

2 

2.35 

12 

3 

2*10 

9 

5 

4.45 

10 

Total 1 

7 

19*99 100 

12 

23.85 100 

19 

43*84 

100 


The table reveals that out of total niamber of 19 eases 
of overdue repayments : 7" cases involving a sum equal to 56^ of 
the total disbursement to such units, the repayments have been 
overdue for a period less than a year rad in the other 7 cases 
involving a sum equal to of such disbursement they have been 
overdue for a period between 1»2 years* ^Ive units have delayed 
their repayments by a period exteuttng beyond two years, which 
in some cases have gone even upto 7 years* It is also clear 
that the repayment on the disbursement of higher denomination, 
even if delayed have not gone beyond a year but as the denomim^ 
tion of dlJhureewihi teereaaes the period ©f overdue repayment 

% 

is aart^ m trendy 
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The period of overdue repayinent can he an^ysed’ separa- 
tely in respect of nnits making no repayment and units making 
irregular repayments. In the former category 3 ont of 7 units 
have delayed their repayment hy a period less than a year anJ 
two ■units hy a period between 1-2 years. There appear to he 
the units getting disbursements only recently. There are two 
units T^ose repayments have been delayed by a period even more 
•than two years. So non-repayment is respect of new disbursement 
has been greater than -that of old disbursements. Similar is 
the case with units making irregular repayments as 9 out of 12 
units have delayed their repayments by a period less than two 
years and the rest by a period more than two years. 

P,imsent of Interest s 

The doriraration expects -the payment of interest twice 

/ 

a year, generally during the month of Marc h and Septesiber. On 
■the basis of -the payment of interest the borrowing units can be 
classified into fo'ur categories, namely, units making no payment, 
those laaking totally irregular payments, ■those making partly 
regular payments and those making totally regtCar jmyments idiich 
is as follows I- 



tCa^le 1^.8 


Position of Payment of Interest 
(Bs.^ In lakhs) 


Payment 

Units 

Instalments 

VlUf,. 

Amount 

Percentage 

Ho payment at all 

7 

Hil 

Hil 

Hil 


8 

13 

*in 

1.3 

Partly regiilar 

25 

271 

25*86 

77*2 

Totally regular 

18 

99 

6.95 

21.5 

Total s 

58 

383 

33 22 

100.0 


The table rereals that the {Jorporatlou has received a 
total sw of Hs* 33*2 laMis ae interest fixjia ^^1 borrowing tmits 
only 7 tinits have not yet started the paying of interest* 

8 units have been aiaklng totally irregi^ar paynents of interest 
in the »<mse that mm of the 13 instalments from snch nnits 
have been received, on &m #ates* On the other hand 18 tmits 
have paid nearly 21.?^ of the total amoimt of Interest by 99 
instalments regnlarly on the dne dates* Host of the payment of 
interest belongs to the eategoiy of par’^y regtaar payment, as 
25 units have paid an aioonnt equal to 77*2^ of the total amount 
by 271 instalments! out of whida 20^ instalments have been paid 
regUlarSy ai^ the rest 67 irregularly. 
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Thtis most “of the payment of interest has been regular, 
as out of the total number of 383 instalments 303 have been 
paid regularly and only 80 instalments he?sre not been paid on 
due dates. Amount-wise, nearly 7^^ of 'the total amount has been 
, received regularly, and the rest 26,^ irregularly. 

In case of total number of 7 units, making no payment 
of interest, 5 units are partnership firms and one each comes 
in the categoiy of sole proprietary unit and private company. 

In fact the interest was not due from therai.^ 

Totally irregular payments have become a sort of non- 
payment as out of the total number of 8 units, 5 units have 
paid only one instalment each, two units two instalments each, 
and only one units has paid h instalments, of course none of tkim 
on due dates. Amongst such units three each belong to partner- 
ship firms and private companies and one each belong to sole 
Proprietary tmits and co-operative societies. Most of such 
piyments are from nw units, as 5 out of 8 are new units. 

Except co-operative societies, all other types of 25 
borrowing units have made partly regular payments ©f interest 
by 271 instalments amounting to Hs, 25*86 laMis, out of iidiich 
2i^ instalments of Us* 18,81 lalchs have been paid aregularly and 
the rest 67 instalments amounting to fe., 7*05 laldis irregularly, 
The position of suOh psyment in respect of various types of 
borrowing units is as follows i* 



of Partly R egular Paymerit. 




The table reveals that, ntsmber’-wise, the largest 
ntunfeer of instalments are from partnership firms btit, amount- 
vise, it occupies only the second place, as public companies 
have paid the highest amount of ii^erest, vhich is equal to 38/^ 
of the total amount of partly regu3.ar payment of interest. 

Then come the private companies vhihh contribute nearly 1?,^ 
of the total amount of interest under this category. Taking 
into account the number of instalments it is observed that out 
of the total number of 271 instalments, 2Ck have been paid 
regularly and the rest 67 irregularly, the number of regular 
instalments being higher than the number of irregular instalments 
for all types of borrowing units. 

Similarly out of the total amount of partly regular 
payment of interest, on an average, 73^ has been paid regularly, 
and only 27% irregtjlarly. But the percentage of regular payments 
is respect of sole proprietary units, joint Hindu family units 

and public companies is higher than the overall average percent- 

% 

age in this respect, although it is Iswer in case of partnership 
firms and private companies. 

Out of the total number of 20*+ regular instalments 

/ 

108 instalments amounting to the total amount of regularly 

paid instalments are from existing units and only 96 covering 
27% of the total amount come from the new units fhus, despite 
almost equal nwber of Instalments for new as well as existing 
units, their respective amounts differ widely ♦ 



All the 55 instalments from sole proprietary units and. 
all the 11 from the joint Hindu family imits are from new units. 
Similarly all the 23 instalments from public companies come 
from existing units. In case of partnership firms out of the 
total number of 71 instalments 50 belong to existing units and 
only 21 come from new units. Similarly in case of private 
companies out of instalments 35 are from existing units and 
only 9 from new units. 


In respect of irregular payment of interest almost the 
same tendency has been observed. Calculations indicate a 
negative association for new units raaJclng regular payments, as 
the value of Yule’s co»efficient of association for new partner- 
ship finns and new private companies is and -,1 respectively. 


Similarly units making regular payment have paid 

C 

Ite, 6*95 laJchs by 99 instalments. Out of the total number of 
18 such units 6 are new, i^le 12 are existing ones. Six units 
have paid nearly of the above total amount by 29 instalments 
only, ^whereas 12 existing units have paid 70 instalments cover- 
ing a stm equal to $3% of the total regular payment of interest, 
Most of these instalments belong to partnership firms and 
private companies* 


In all ther^ have been SO irregular instalments of 
interest pdd to Ihe corporation the periodicity of the 


orerduc paysMmt Isas/'w^ied fr® 3 182 days %iiich oafi be 

analysed with of .following table' f- 



Table 1^*10 


Period of Overdue Payment of Interest 


Number of days 

Number of instalments 


0 

- 30 





30 

- 60 





60 



Mean - ^8 days. 


- 90 

13 




90 

-120 


£1 

SB Mf.sV days. . ■, 







120 

-150 

If 


1-4 


150 

-180 

3 

iUsii 

^ fr' 

« / ‘ 




ffA, 



180 

and above 

1 


(u- 



Total * 

80 





The table reyeals that more than half of tlie total 
number of instalments haTe been delayed by a period less than 
a monidi, but the average period for such delay ±s h-B days with 
the standard deviation of nearly days. This indicates 
corporation's inability to realise the Interest effectively. 





Chapter X? 

Sma-IAEI OF MAIN FIi;!DIHGS 


9*1 • The corporation has considered equal nmiber of 

/ 

applications from new as well as existing units, yet, number- 
wise as well as amount-wise, it has favoured applications from 
existing units, because the number and the amount of the sanctionec 
applications of existing units are higher than those of the new 
units. This has been confirmed by the positive value of q"* 
between applications from existing units and their sanction, 
which is -I-. 08 considering the number and +.3^ considering the 
amount, 

9.2. The average size of applications of existing units 
is higher than that of the new ones, and tiie sanctioned applica- 
tions of the existing units are of a still higher average size. 

On the other hand , the average size of applications of new units 
Is lower than that of the existing ones, but as far as their 
sanctioned applications are conceded the average size is still 
lower. The rejected applications of existing units have lower 
average size as compared to that of the new unit®. I 


1 

’Q Is the Go-efficient of Association as given by Tule, 
0t U. aM leMsllif it. G* * An Intrc^uetion to the feeorv of 
Statisti^ci. s l»©a4o»| ^Qterles Orlffin & Co ^ Ltd,, p, 30^. * 
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9»3* The corporation favours applications of comjsara- 
tively higher denomination, as the value of Q hetveen applications 
of higher denomination and their sanction is +#31 j which is even 
higher (i.e. in case of existing units, hut lower (i.e* 

,+. 09 ) in respect of new units* 

9*4, On an average Corporation has disposed of applica- 
tlons within a period of I63 days, which comes to 138 days in 
case of sanctions and I 96 days in case of rejection thereby 
indicating a longer period taken in deciding the cases itdiich are 
ultimately rejected. Maximum period of deciding rejections is 
also higher than that in approving sanctions. The periodicity 
of disposal of sanctioned as well as rejected applications has 
not shown identical trend as the value of rank correlation is 
only +.59* 

9# 5* Pre-average period disposals and sanctions have 
been positively associated, asJ^e^jtglue of Q is +.37 j which also 
confirms the tendency for early sanction and late rejection* 

9.6* In respect of sanctions as well as rejections, 
the high-size^^applications have taken a longer period for disposal.* 
Similarly* the time involved in the disposal of apiilieations 
from new units is less Ihan it is in respect of existing units. 

9*7» average perit^ioity of disposal has varied 
to th® type of the borrowing units* As for as sol® 
proprietary units ^ ^ 5 rtepit«!s|,p firms aiM private ©(Wpanies are 
coneeraed* the ^riodlaity of their sanetioi^ is lower than that 



9.3* The corporation fa-vours applications of compara- 
tively hiflier denomination, as the value of Q between applications 
of higher denomination and, their sanction is +.31 > which is even 
higher (i.e. +.51) in case of existing units, hut lower (i.e. 

,+.09) in respect of new units* 

9*^. On an average (Corporation has disposed of applica- 

i 

tions within a period of 163 days, i/dilch comes to 138 days in 
case of sanctions and 196 days in case of rejection thereby 
indicating a longer period taken in deciding the cases which are 
liltimately rejected* Maximum period of deciding rejections is 
also higher than that in approving sanctions. The periodicity 
of disposal of sanctioned as well as rejected applications has 
not shown Identical trend as the value of rank correlation is 
only +.59. 


9«5» Pre-average period disposals and sanctions have 
been positively associated, as the..Ya lug of ^ is +.37 » which also 
confirms the tendency for early sanction and late rejection. 

9.6. In respect of sanctions as well as rejections, 
the high-slze|!applications have taken a longer period for disposal 
Similarly» the time involved in the disposal of applications 
from ne¥ units is less than it is in respect of existing units. 

9^74 The aveimge periodicity of disposal has varied 

according to the tyi^ ®f boirowing units. As for as sole 

^ ^ 

propfietary units, |isr^r»hlp firms and private companies are 
coaoemed, the periodicity of their sanctions is lower than that 
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of their rejections, while reverse is the case with puhlic, 
companies, co-operative societies and joint-HiMn family concerns. 
The value of rank correlation of the average periodicity of <r ' 
sanction ard rejection of applications from various borrowing 
.units is -.86, 


9# 8. Most of the applications have a denomination below 
n.",, ^ lalths. Lower denomination is more popular with rejected 
applications, as the value of Q between he denomination below 
h, ^ lakhs and. the rejection is +,^6. 


9,9* A large number of the sanctioned as well as reject- 
ed applications having denominations below Rs, 5 lakhs are from 
new imits as such the value of Q in their case is +,6l for sanct- 
ions and +,40 for rejections. 


9.10, Applications of lower denomination have demanded 
comparatively more funds fmr acquisition of land, construction 
of building and working capital, while applications of higher 
denominations have demanded comparatively more money for purchase 
of plant and machinery* 


$0;1# The ^rporation had been considering loan appli- 
cations from sol© p^prtetary units, joint Hindu family concerns 
partnership fi«a», pri'^ate companies, public companies and co- . 


operative societies , bttt It has dKjpped from the above list 
joint Hindu family, tioits because of difficULties in ascertaining 
the ownership of the properties afforded as security# 
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10.2. Htimber-wise as well as arco-unt-wise , the partner*? 
ship finiis have occupied first place, followed by private compa- 
nies, sole proprietary units, public companies, joint Hindu 
family units and co-operative societies. But when we consider 
, the cases of sanction and rejection separately the above menti- 
oned order undergoes a vri-de change as the value of rani? corre- 
lation in this respect is +,77, 

10.3* Ihe average size of all loan applications comes 
to be P5. 3.31 lakhs, which is higher in case of public and 
private companies and lower in respect of r,prtnership firms, 
co-operative societies, joint Hindu family units and sole propri- 
etary concerns. The value of rank correlation between average 
size of sanctioned and rejected applications of various borrowing 
•units is +.77 which suggests that there is no rational relation- 
ship between the size of applications and their sanctions or 
rejections. 

10.^, The corporation seems to favour applications from 
new units of sole proprietary concerns, partnership firms and 
Joint Hindu family units, and from existing -units of co-operative 
societies and phblic and private companies. It is also confir- 
med by the value of rank correlation which is +,$0 for sanction 
and. •^•89 for rejection. 

10.5* SFumber-wlse as well as amount--wlse the highest 
demand of ftiids haa been for purchase of plant and. machii\ery, 
followed by the detwaiftS for construction of 'b'dlldlng, -iKsrking 
capital aiad ®yCQiiialtl«ni of laM. ' ' ■ 
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10.6. Demand of funds for acquisition of land is -more 
popiiLar with new imits as the value of Yule's co-efficient of 
association for such demand of new units is +.4-8 hut for acnui- 
sition of plant and machinery it is more popular with existing 

.units as the value of Q for such demand by existing units is 
+.62. The demand of fxmds for the other two purposes seems to 
he independent of the age of the borrowing units, as the value 
of the Yule’s co-efficient in respect of demand of funds for 
construction of buildings by new units is +.125? and it is -.1 
for meeting the working capital requirements, 

10.7, The ^^ri)oration has favoured applications from 

/ 

existing units for purchase of plant and machinery, as the value 
of Yule’s co-efficient of association in case of rejected appli- 
cations it is +.1. On the other hand, the pdJrporation has dis- 
favoured demands of funds for acquisition of land by new units, 
as the value of Yule’s co-efficient of association in pespect of 
their sanctioned application is merely +.4-, whereas for rejected 
applications it is +.54-. T he d emand of funds for the other two 
purpose does not indicate any favour or disfavour on the part of 
the corporation, as the values of Ytile’s co-efficient of associa- 
tion for sanctioned as well as rejected applications is almost 
negligible . 

10 . 84 ^ With two exceptions demanding funds only for work- 
ing capital, all other 3® out of 100 applications hase demanded 

% 

funds upto about of their denomination for land and working 
capital. 
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10,9« The demand of fmads for construction of build in? 
is more popular as 80 out of 100 units have demanded funds for 
this purpose, hut the corporation on its part favours the demands 
of smaller amounts for this purpose, as the value of Yule’s 
, co-efficient of association between demantbelow $ 0 % .of the total 
amount of applications and their sanction is +,25# 

10.10, The demand of funds for purchase of plant and 

niachineiy has been most popular, as 95 out of 100 units have 

i --- 

demanded.7 funds for this purpose and the corporation has favoured 
proportionately larger demand • for this purpose, as the value 
of Yule’s co-efficient of association between the demand for 
this purpose, which is over ^ 0 % of the amount of each such appli- 
cation and its sanction is +.43. 

10.11. The demand of funds for land and for working 
capital is only 2 % of the total ^amount for both the purposes 
separately. Funds demanded for construction of building and 
purchase of plant and machinery is 30?^ and 66 % respectively of 
the total, amount of sanctioned applications. Partnership firms 
and private companies have demanded funds above 66 % for purphase 
of plant and machinery end below 30 % for construction of building, 
while sole proprietary units and public companies have shown a 
reverse tendency in respect of the demand of funds for these 
purposes. 
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11.1. The cost of project includes expenditure on 
land, btiildinf, plant and mchinery, technical hnoif-ho¥ and 
preliminary expenses etc., which are generally financed by owned, 
sources including capital, go-vemment subsidy ay internal cash 
, accruals, and lo^ed sources which include debentures, loans 

or public deports .^_4t the low levels of the cost of projects, 

f KT '\ , 

dependence on \the/loaned/ finances is higher as compared to the 
OTOed finances' but the dependence on owned finance increases 
with the Increase in the cost of projects as the value of Yule's 
co-efi'icient of association between cost of projects above Ps. 

10 lakhs and the dependence on the owned finance is +.23* 


t- 

the ^orpo ration is higher at the lower levels of the cost of 

projects than it is at higher levels as the value of the Yule's 

co-efficient of association between cost of projects below 

10 lakhs and loans from the ^rporation is +.59« Thus alongwith 

/ ■■ ^ 

increase in the cost of projects, the borrowing units depend 
more and more either on owned finance or on the loans from the 
sources other than the corporation. 

11.3. The Corporation has favoured applications demand- 
ing lover amounts in proportion to the total cost of 
It is clear from the fact that, on an average, t he deman^of th e 

sanctioned applica|ions is 39^ of the total cost of the project, 



Pereas that of the 3:^j#cted applications it is $ 3 %^ 


11,2. In respect of /loaned 'finance the dependence on 
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11.^. The (Corporation favours proportionately higher 
demand of funds from the projects of lower cost, as the percent- 
age of the corporation’s loan in their case of costs of projects 
is higher on sanctioned applications, hut lower on rejected ones 
.and -^'ice-versa. 

9 

11.5* The corporation has not favoured smaller projects, 
as the value of Tule’s co-efficient of association between projects 
costing below Ps, 10 laldis and the sanction is -.V25» 

11,6. The corporation’s favour for bigger projects is 
also obvious by the fact that the average cost of projects on 
sanctioned applications is higher than on rejected ones. Consid- 
ering individually, it is observed that the corporation has . 

Such 

favoured projects of partnership firms, public and private cpmpa- 

A 

nies and the smaller one«f of the sole proprietary units, joint 

% 

Hindu family concerns anti co-operative societies* 

11*7, As compared to the new units the existing tmits 
depend more on the corpoi ation’s loan, as the percentage of such 
loans to the cost of project of existing units on sanctioned as 
well as rejected applications is higher than it is for the new 
tmits. 


11,8* As far as the dependence on the corporation’s 
loan is oonoomed too oo.o^atl^_soci^ls at too top, followed 

by sole proprietary units, joint Hindu family concerns, partner- 
ihip firms, public and priirate companies,. 
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11*9* 5'here is a positive relationship "between the 
costof projects and the denomination of applications at Tarions 
levels, as the value of co-efficient of correlation is +. 64-, 
which indicates the presence of applications of lower denomina- 
^ tion even in respect of projects of higher costs. 

« 

11.10, The value of co-efficient of correlation between 
cost of projects and size for vsanctioned applications is 
and that for the rejected applications it is +.90, which suggests 
that the corporation has discouraged applications of higher 
denomination even for projects of higher costs, because along- 
with increase in the denomination of such application, the possi- 
bility of their rejection increases. 

12.1. The corporation finances the projects after their 
thorough scrutiny, as the amount sanctioned in some cases is 
even higher than the amount originally applied for, so that the 
loan alongwith funds from other sources proves to be sufficient 
for the functioning of the project, A large number pf cases the 
amount sanctioned is below the amount applied for, but in certain 
other cases the sanction is the same as the amount of the appli- 
cation. 


12.2. On an average, the sanction is equal to 91^ of 
the amount of application, but it is lower in case of new units 
and hi^er for existing units. A lower denomination of appli- 

c.,. of no. and in o.se 

of exiftiag wiits.^, ' - ^ 
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12.3* Most of the sanctions are on applications hairing 
denominations helow Es. 5 lai^ihs, hut they are more popular vith 
new units than the existing units, because the value of Yule’s 
co-efficient of association between applicationsbelow P". 5 lakhs 
for new units and their sanction is +.65- 

12*4, Amount of sanctions more than or equal to the 
amount applied for are more popular with applications of higher 
denominations, as the value of Yule’s co-efficient of association 
between sanctions equal to or more than the amount applied for 
and. applications of the denomination above Es. 5 lakhs is 

12, 5» lu respect of sanctions, the corporation seems 
to favour public companies and disfavours partnership firms, as 
the percentage of sanction to these units to the total sanction 
is higher and lower than the percentage of amount of applications 
of these units to the total amount of applications from all 
units respectively. Thus the corporation neither favours nor 
disfavours the sole proprietary units, joint Hindu family concerns, 
private companies and co-operative societies, as their percent- 
age in both cases is equal, 

12,6, Out of the total sanction, on an average, 11^ 
has been more than the oiriginal requirements but in case of sole 
proprietary units it is 31 ^*^^^^^^ilarly sanctions equal to the 
original demand cover, on an average, 50- of the total sanction 
but In the case of the private companies it is 6$% aM for 
public c€®panies Again the sanctions less than the 
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requirements cover, on an average, of the total sanctiqn, 
which in the case of partnership firms is This indicates 

a favour for sole proprietary imits, public companies and private 
companies and disfavour for partnership firms. 

12.7# On an average » 88/^ of the total amount of all 
applications has been sanctioned to new units, hut this percent- 
age of sanction is higher in case of private companies indicat- 
ing a favour for them and lower in all other cases, indicating 
disfavour or neither favour nor disfavour to them. Thus in case 
of the existing units the corporation has favoured public compa- 
nies, disfavoured partnership firms and private companies and 
remained unbiased with sole proprietary units and co-operative 
societies. 

12.8. Though the corporation is authorised to sanction 
loan for a period upto 20 years, yet the periodicity has ranged 
from 3 to 12 years. Most popular term of the loan has been 10 
years and average period is with the standard deviat- 

ion of 1*8 years* 

12.9% 3 c*ate of interest charged has also varied 

from 6 to 10 percent per annum, wherein number-wise as well as 
amount-wise, 8,5 percent appears to be the most popular rate, 
the avei'age rate being 7*8^ with the standard deviation of 1.3^< 
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13.1 o Out of the total sanction, 5ias gone to »ne¥ 
■units and the rest to existing "units, and out of the total 
disbursement proportion of the disbursement to new "units is 
still lower than that of the" existing ones, which suggests a 
» favour for existing units in respect of disbursement,; This 
becomes more obvious by observing the overall percentage of dis- 
bursement is relation to the total sanction which is but 
separately considered new "units get 86 % of "their total sanction, 
whereas the existing units get 92^» 

13 . 2 . 38 out of 56 disbursements amounting to 70 % of 

the total amount^'' have been completed in full out of which 68^ 
relates to exisiing units and only 32 % to new -units, although 
both share "iihe number of complete disbursements equally. There 
is positive association in respect of existing imits getting 
full disbursement as the value of the Yule's co-efficient of 
association is +.15 which indicates that existing units are in 
slightly favourable position to withdraw the amount soon after 
the sanction as compared to new units. 

13.3* In "the matter of disbursement the corporation 
seems to favour public companies, disfavour sole proprietary 
units and remain unbiased towards partnership firms and private 
companies because the percentage of disbursement to their sanct— 
icms has been higher, lower and equal respectively as compared 
the average pe^rcentage for all units % This tendency is 
obvious in respect of new as well. ' as existing units alike , which 
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lias teen further proved by the comparison of percentafe of sanet- 
ion to various units to total sanction with the percentare of 
disbursements to various units to the total disbursements. 

13 Considerinf full disbursement to various units 
' it appears thct the corporation favours public companies, as the 
percentage of full disbursement to their sanction is higher 
than the same for all units (i. e. 70 fj)* In all other cases 
such percentage has been lower. On this basis the corporation 
seems to favour new units of sole piuprietary concerns and private 
companies and disfavour new partnership firms, 

13*5* Ihe disbursement starts after the expiry of a 
certain period during v/hich a fejjt legal formalities have to be 
completed. This period, on an average, comes to be 6.3 months, 
’^ich is only 4*5 months in case of new units and7.1 months in 
case of existing units. Thus a sufficiently long time passes 
before the borrowing units get funds to start their project. 

13*6. The average period for all units has been 6,3 
months talcing this as me asur ing__ipds the disbursement starts 
earlier in case of sole proprietary units, partnership firms, 
and private companies whereas in case of public companies it has 
taken fairly a long period. 

• 13.7* Most of the disburseme'nts have been completed 

within a period of a year, the average period for all units being 
7,5 mon'ttis*. But oonaldering separately, the new units tfee a 



259 


lon£:er period (8 A months) and the existing units a shorter one 
(6.5 months), The Talne of mode for complete dlshursement is 
6Jr months for all units taken together, 6.7 months for new units 
and 6,2 months for existing units separately, 

13,8. The dishTJTsement is made in instalments where the 
modal number for new units is three and for existing units it is 
two. Taking both the number and the amount of disbursement into 
account, it is revealed that the/Corporation disburses the total 
amount to the new units by instalments of smaller size than those 
to the existing units. 

13 .S* The average number of instalments for disburse- 
ment is three, but most of the disbursements to existing units 
have been completed in less than three instalments. The value 
of Yule’s co-efficient of association in this respect is +.5^. 

14*1, The repayments start after the expiry of a gesta- 
tion period extending upto two years but the number-wise as well 
as amount*^ise most popular gestation period ranges from 12 to 
18 months. The corporation seems to allow higher gestation 
period to new units and lower to existing units as the value of 
Yule’s co-efficient of association between gestation period over 
one and a half years and the start of repayment by new units is 
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14.2. A lower gestation period is comparatively nore 
popular mth sole proprietary’" "units and partnership firms hut 
reverse is tr'ue about the public companies, joint Hindu family 
units, co-operative societies and private companies. 

14.3. Out of the total number of 32 units starting 
repayments, about half of them start repayments on or before the 
expiry of the gestation period, but the rest after its expiry, 
which in some cases have extended e-'^en beyond a fe"w years. 

Although the number of units in the above two Ga.tegories is eq"ual, 
the amo"unt of disbursements to the units starting repayments on 
or before the expiry' of gestation period is only 43,- and of those 
starting repayment after the expiryr of gestation period is 

which indicates that units getting' smaller disbursement have 
started repayments punctually. 

14.4. Out of the total number of units having started 
repayments, most of them have made only part repayment of which 
a large number of xmits have ]>€en malcing regular repayments. In 
the matter of regular repdfments the existing xmits seem to be 
more partic"ular as the value of the Tule’s co-efficient of asso- 
ciation in their case is +.55« 

14.5. Most of ovel-due repayments from new lonits are 
from partnership firms afld sole p^rietary units, "idaereas most 

of their regular repayronts are from private companies. Similarly 
moat of ovei^ue repayments fvm existing units are from partner- 
ship firms but most of the regiilar repayments are made by public 
companies. 
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IV.6. Out of 2h units making no repayment at a?l,'in 
the majority of cases the repayments have not "been due. Of these 
seven cases of overdue repayments 5 "belong to private companies 
and partnership firms. 

> # 

1^.7. On the -whole, overdue repaysients suffer a lapse 

of years "but those concerning units getting higher size of disbur~ 

sements have not crossed the period of one year hut the lower 

the size of disbursement the higher the period of overdue repayments, 

1^»S, The number of overdue non-payment or irregular 
repayment in resi)ect of new disbursement is greater than it is 
in respect of old ones. 

As far as the payment of interest is concerned 
most of it belongs to -the categoiey of partly regular payment, of 
which most of ttie instalments have been paid regularly on due 
dates. 


1^.10, Irregularity in payment of interest is obvious 
in case of partnership firms and,. ^sfivate companies and regularity 
in case of sole proprietary units, joint Hindu family units and 
ptAslic companies. _ 

14.11. In sc®e cases the time of overdue irregular 
payment of Interest has gone beyond six months but overall average 
l«iriod in this respect is 48 days -with the standard deviation 
©f 44, days* , ' >• * ' ' 
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APPEIDIX A 



£, I’lo. Hajiie of the Banli Tear of Paid up Capital 

Registration (Es. in laMis) 


1 . 

The Tata Industrial Bank 

1917 

225.16 

2 . 

The Industrial PanJt of 

VJestem India 

1919 

39.^7 

3 * 

The Indian Industrial Eanlc 

1920 

3.26 


The Karnani Industrial Bank 

1921 

60.00 

5 . 

The Bimla Banking and 
Industrial Company 

1921 

3.39 

6 . 

The Raikut Industrial Bank 

1922 

2.47 

7 . 

The Laxrai Industrial Bank 

1923 

1.01 


X 


8 * 

The Central IraTancarli 
Industrial Bank 

1919 

— 

9 . 

The Mysore Industrial Bank 

1920 

6.07 

10. 

The Gundulpet Industrial Bank 

1920 

— 

11 . 

The South Malabar Industrial 
Bank 

1920 

•mm «**' 
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APPEIIDIX E 


List o2 finan cial corporationg xrorlcinr at national levelr 


S , ITo . Corporation 

% 

Head 

Office 

Date of 
Establi- 
shment 

Authori- 
sed . 
Capital 
(h. in 
Crores 

Paid -up 
Capital 
(r% in 
Crores) 

1, Industrial Finance 

Corporation of India 

Hew Delhi 

July, 

194-8 

10,00 

8.35 

. national Industrial 

Eevelopment Corporation 
Ltd. 

New Delhi 

Oct. 

1954- 

1.00 

00.10 

, national Small Industries 

Corporation Limited Hew DelM 

Feb. 

1955 

3.50 

00.50 

, Industrial Credit and 

Investment Corporation 
of India 

Bombay 

Farch, 

25.00 

7.50 

Rehabilitation of Indus- 
tries Corporation Ltd. 

Calcutta 

April, 

1959 

5.00 

5.00 

Film Finance Corporation Bombay 
of India 

Larch, 

1960 

1,00 

• 

0.50 

Agricultural Refinance 
Corporation of India 

Bombay 

July, 

1963 

25,00 

5.00 

Industrial EeTelopnent 
Bank of India 

Bombay 

July, 

19^ 

50,00 

10.00 

• 

Agricultural Finance 
Corporation Ltd. 

Bombay 

April , 
1968 

5.00 

• 

5.00 
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APPEiroiX c 

List of State rinancial Cor'Doratioiis 


rr. l 

% 

To . Corporation 

Head 

Office 

Date of 
Establi- 
shment 

Authori- 

sed 

Capital 
(?u In 
Grores ) 

Paid -up 
Capital 
<?'. in 
Grores) 

1. 

T'adras Industrial Invest- 
ment Corporation Ltd. 

- I'adras 

Larch, 

19^-9 

10.00 

2.95 

2, 

Ptmjat Financial 
Corporation 

Cliandifarh Feb . , 
1953 

1.00 

0.75 

3. 

Krala “Inancial 
Corporation 

Trivendnim ITov. , 

1953 

2.00 

1.00 

If. 

I'aharashtra State 
Financial Corporation 

Bombay 

Hov* , 

1953 

1.50 

1.50 

5. 

V/est Fenfal Financial 
Corporation 

Calcutta 

March, 

1954 

2.00 

1.00 

6. 

Assam Financial 
Corporation 

Shillong 

April, 

1954 

3.00 

1.80 

7 . 

Uttar Pradesh Financial 
Corporation 

Kanpur 

August, 

195^ 

3.00 

1.85 

S« 

Lihar State Financial 
Corporation 

Patna 

lOT. , 

1954 

2.00 

1.00 

9 * 

Rajasthan Financial 
Corporation 

Jaipur 

Janmiy 

1955 

* 2.00 

1.00 

10. 

Kadhya Pradesh Financial 
Corporation 

Indore 

June, 

1956 

2.00 

1.00 

11. 

Andhra Pradesh State 
Financial Corporation 

Hyderabad 

Nov . , 

19 % 

J+.oo 

1.50 
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Appendix C (contd.) 


S, Ho, Corporation 


Head ‘ late of Authori- 
Office Establi-ssed 

Sbnent Capital 
(F", in 
Crores ) 


12. 

Orissa State -'inancial 
Corporation 

Cnttack 

K'arch, 

1957 

2.00 

13. 

I'ysore State "’inancial 
Corporation 

Danglore 

Karch, 

1957 

2.00 

1^. 

Jamimi & Kashmir State 
Financial Corporation 

Srinagar 

Dec . , 
1959 

1.00 

15. 

Cu^arat State B'inancial 
Corporation 

Abend ahad 

Kay, 

1960 ^ 

2.00 

16. 

Delhi Financial 
Corporation 

Hew Delhi 

April , 

1967 

0.50 

17. 

Haryana I'inancial 
Corporation 

Chandigarh April, 
196? 

1.00 

18. 

Himachal Pradesh 
Corporation 

Sl/iimla 

April , 

1967 

0.50 


Paid -'Up 
Capital 
(F5. in 
Crores) 

1.00 

1.00 

0.77 

1.00 

0.50 

1.00 

0.25 


4 
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APPEISPIX D 


List of Small Industries Conx>rations 


Iio, Corporation 


% 


Head Tear of 

Office Establish- 

, ment 


Small 


1 . 

Uttar Pradesb/lndustries Corpora- 
tion 

Kanpur 

1958 

2 , 

lysore Small Industries Corporation 
Limited 

Banplore 

1960 

3 * 

BHihar State Small Industries 
Corporation Limited 

Patna 

1961 

i!-. 

Cujarat Small Industries Corporation 
Limited 

AhenKiabad 

1961 


Kerala State Small Industries 
Corporation Limited 

Trivendrum 

1961 

6 , 

I'adhya Pradesh Small Industries 
Corporation limited 

Bhopal 

1961 

?• 

West Penpal Small Industries 
Corporation limited* 

Calcutta 

1961 

3 . 

Andhra Pradesh Small Sc^e Industries Hyderabad 
Develoxunent Corporation Limited 

196I 

5 . 

Orissa Agra & Small Industries 
Corporation Limited. 

Cuttack 

1961 

0 * 

Bajasthaa Small Industries Corporation laipur 
Limited 

1961 

1 #; 

Industries 

Bersiepeeat Oorperatlon Limited 

.Bombay 

1962 
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Appendix D (Contd,.) 


t 


* 

o 

Corporation 

Head 

Office 

Year of 
Estahlishment 

% 

12. 

Punjat State vSmall Inftafetries 
Corporation limited 

Chandigarh 

1962 

13. 

Assam Small Industries Corporation 
Limited 

G-auhati 

1962 

1 V« 

lamilnadu Small Industries Corporation I'adras 
Limited 

1965 

15. 

Tripura Small Industries Corporation 
Limited 

Agartala 

1965 

16. 

Himachal Pradesh State Small 
Industries & Export Corporation Ltd* 

Shimla 

1966 

17. 

Haryana State Small Industries & 
Export Corporation Limited. 

Chandigarh 

1967 

18. 

Manipur Small Industries Corporation 
Limited 

Imphal 

1969 


26 % 


List of f'tatG IndTistriol reTOloT)r:.ent T'orDoratlons 


s*-- • -- O t 

f 

Corporation 

I-Iead 

Office I 

Tcdr of 
Istablishment 

1. 

Andhra Pradesh Industrial De\’"elop- 
ment Corporation limited 

Hyderabad 

I960 

2. 

Eihar State Industrial rerelopment 
Corporation Limited 

Patna 

1960 

3. 

Punjab State Industrial Development 
Corporation Limited 

Chandigarh 

I960 

4 . 

Kerala State Industrial Development 
Corporation 

Trivendrum 

1961 

5. 

Uttar Pradesh Industrial Corporation 
limited 

Kanpur 

1961 

6. 

Cujarat Industrial Development 
Corporation 

Ahemdabad 

1962 

7 . 

Maharashtra Industrial Development 
Corporation 

Bombay 

1962 

8. 

Industrial Development Corporation 
of Orissa Limited 

Bhubaneswar 19^2 

9. 

Mysore State Industrial Investment 
and Development Corporation Ltd. 

Banglore 

1964 

to. 

Assaaa Industrial Development "" 
Corporation Limited 

Shillong 

1965 
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C 

0 


No, 


Corporation 


IleoxI Year of 

Office Estabiishnent 


11 . 

r.adhya Pradesh Industrial Pevelop- 
nent Corporation limited 

Dhopal 

1965 

12 . 

lamilnadu Industrial Development 
Corporation limited 

Madras 

1965 

13 . 

Himachal Pradesh Mineral of Indus- 
trial Development Corporation ltd.. 

Simla 

1966 

1 ^. 

Haryana State Industrial Development 
Corporation Limited 

Chandigarh 

1967 

15 . 

West Ecnpal Industrial Development 
Corporation limited 

Calcutta 

1967 

16 . 

Jamniu & Kashmir State Industrial 
Development Corporation 

Srinagar 

1969 

17 . 

Meghalaya Industrial Development 
Corporation Limited 


1971 

18 . 

Nagaland Industrial Development 
Corporation Limited 

Dimapur 

■ 1971 
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APPEM)IX F 

■uestlonaire Pre-pared for Collectlnr Informations 


1 . Amotint Applied 

2 . Cons ti t-ution 

3* late and Place of 

Psta'bl.ishment 

i-:-* Type of Industry 

Outstanding liabilities 
(IT & CT) 

6. loans and Advances 

7. Forrovring Power 

8. Nature of Project 

(a) New Undertaking 

(b) Exhisting Undertakings 

(1) Expansion 

(2) Modemisation 

(3) Diversification 

9. Technical ard Financial 

Collaboration 

10. Number of Employees 

11. Cost of Project 

(a) land 

(b) BuHding 

(o) Plant & M&iMmxj 

(d) Other Fixed Aseetf 


(e) Technical Know How 

(f ) Preliminary Expanses 

(g) Others 

12, Amount Applied for : 

(a) Land 

(b) Fuilding 

(c) Plant and Fadhinery 

(d) Others 

13* Means of Financing 

(a) Share Capital 

(b) Debenture 

(c) Long-term Loans 

(d) Unsecured Loans & Deposits 

(e) Dlf erred Payment 

(f) Government Subsidy 

(g) Internal Cash Accruals 
14* Price Control 

19, Market Conditions 
16* Sales Organisation 
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17« Borrower’s I’lnancial Position 

(a) Capital 

(b) Reserve 

(c) lebentures 
, Cd) Term loans 

(e) Carrent liabilities 

(f) ’ ’ixed Assets 

(g) Current Assets 
(3i) Total IncoBie 

(i) Total Expenditure 

(j) Net Profit 

(k) Taxes and Feserve 

(l) General Beserve 

(m) Other Beserve 

(n) Dividend and. Rate 

18* Date and Amount of Sanction 

(a) Building 

(b) Plant and Machinery 

(c) Land 

Cd) Working Capital 

19* Period for Sanction 

20* Rate of Interest 

21. Reference to Credit 
Gulbintee 

22# Legal Fees and Expenses 


23# Refinance Obtained 

24-* Pre -disbursement Inspection 

25. Disbursement of loans 
(Date and Amount) 

(a) 

(b) 

(c) 

(d) 

26# Security Available 

(a) 

(b) 

(C) 

(d) 

27* Mode of Repayment of Loan 
(Amount due on and paid on) 

(a) 

(b) 

(c) 

(d) 

28. Mode of Payment of Interest 
(Amount due on and paid on) 

(a) 

(b) 

(c) 

(d) 
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APPEI>1DIX G 

EmiPlovees of the CorDoration 


r. No* Category Ntanber 

: 

1 . Managing Director 1 

2. Ccneral Manager 1 

3* law Officer 1 

Dy. Law Officer 1 

5* Assistant Secretary 1 

6. Accountant 1 

7. Technical Officer 1 

8. Loan Officer 1 

9* Assistant Technical Officers ? 

10* Branch Manager 2 

11. Senior Superintendents 2 

12. Superintendents 1^ 

13* Inspector (On deputation from Directorate) 1 


llf-. Stenographer 
1^. Senior Typist 


16* Senior Assistant 13 

17. Jtinior Assistant/Steno-typist 11 

18- Clerk/typist 25 

19- Driver 1 

20* Becord Keeper - 

21* Daftri-Duplicatitig Operator 2 

pe«a3ii;^5Qb®idcMar/Siweper/^ 16 
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1 • Managing Director 

2. General Manager 1300-50-1500-75-1800 

3« Secretary 1006-1500 

k. Chief Acconntant 600-50-800-1B-50-1050-EB-50-1250 

5. Technical Officer 300.25-500-EP-30-700-BB-50-900 

6. Law Officer lf00-30-55©-SB-30-700-ED-50-1000, 

7. Asstt* Secretary V00-30-550-EB-30-700-EI' -50-1000. 

8. Asstt. Accounts Officer-400-30-550-EB-30-700-Er-50-1000. 
cum-AccoTintant 

9. Loan Officer VOO-30-550-EP-30-700-EB-50-1000. 

10. Branch Manager 300-25-600. 

11. Asstt. Technical Of fioer225-1 5-360-20-500. 

12. Superintendents 


13* By* Law Officer 


200-1 5-275-EE-I 5-350-18-20-4-50 
1350 Consolidated. 


Appendix H (Contd*) 


No* Category Scales 



‘L* 

CLASS 

1^# 

Stenographer 

1 60-8-200-Er; -1 0-260-ED-.1 2-320, 

1^. 

Senior Assistants 

Ilf 0-8-1 80-EF-10-230-EF -1 0-280 . 

16i. 

Steno typist 

1 20-6-1 50-F.r -6-1 80-Er -1 0-23 0-EP -1 0- 
2^0. 

17* 

Ir, Assistants 

120r-6-l50-ED-6-180-ISE-10-230-EB-10- 

250. 

18* 

Clerks, Despatchers 
and Typists 

1 oo-l-l 20^EB -5-;i1f 5® -5-1 70-EB -5-1 80 . 

19. 

Eecord Keeper 

80-3-140. 



.msg. 

20. 

Daftari, Duplicating 
Operator 

60-1 -65-EB-1 -70-EE-1 -75-EB-1 -80. 

21. 

Peons, Cho'wkidars, 
VJaterman-cnm-Farrash 
and Mali 

55.I-6O-IB-I -65-EB-1-70-EB-i -75. 

22. 

Sweeper 

55.1 .40-IB-I -65*EB-1 -1 -70-EB-I -75. 
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APPEI€)IX I 


Uttar Pradesh Financial Corporation 
2/.15^f Syarur Hagar^ Kanr)ttr*2 


IE,GISISKEg At ,P« 


M/s. 


Bear irir{s), 


With reference to your application for a loan of 
Rs, (Rupees — - — only, 

have the pleasure to inform you that a loan of Rs, — 

— . — — - (Rupees — — — ^ — •• — — ) only has been 
Sanctioned in yotrr favour on the terms and condition detailed 
helow 


CD PurPQ.g.e. 2- 

!rhat the loan will be utilised only for the following 


purposes t** 

<a) For construction of additional factory , 
building/factory building ,Rs* 


<b) For purchase of additional plant and 


machinery/plant & machinery Bs. 

(c) For purchase ©f land. te* 

(d) For worfeiM caid^tal 

<i) For setting up.ihte factory Bs^ 

(11) For naming the concern fe. 



That the loan ’will he secured by the mortfage of the 
follovjini: assets 


Plus the assets to he created with the loan and the 

personal guarantee of Servsri 

& jointly and severally. 

The total value of the fixed assets should not he less 
than the double the amount of the loan* The valuation 
as may he done by the Technical Experts appointed by 
the Corporation, shall he final. 


Reuavment 

That the loan \d,ll he repayable in — years 

equal annual instalments the first-..i*or repayment one 
year/eighteen months after the first disbursement of 
the loan. 


Rate of Interest 

That the loan will hear interest 3^ above the Reserve 
Bank of India rate subject to a minimum of 8^^ per annum 
with a rebate of per annum, if the instalments of 
principal and. interest due are paid by the due dates 
during the whole year. If interest due or any part 
thereof remain unpaid on due dates, the interest shall be 
eha.rged at the aforesaid rate from the respective times 
of such iAterest accruing due upon the footing of compound 

m 

interest cwipited at the ' rat® aforesaid with rests 
tstfeen half-'^early^ But- if the delay in payment of the 
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instalments either of interest or principal is more than 
six months beyond the due date per annum orer the 
above the aforesaid rate of interest shall be charged 
compaundable id-th half-yearly rests on amounts with 
respect to which such default is made. 

Interest shall be payable half-yearly on the 31st day 
of December and 30th day of June each year. 

(5) That your case \<d.ll be referred to credit guarantee 

organisation of Reserve Panh of India for obtaining the 
guarantee facilities and you will have to comply with 
all the requirements of the said guarantee organisation. 
The guarantee commission would be payable at 1/10^ per 
annum in the first instance on the sanctioned amount of 
the loan and thereafter on the amount outstanding at 
the beginning of each year. 

If guarantee is obtained the case will also be referred 
to the Industrial Development Bank of India, for obtain- 
ing the refinance facilities. All the formalities as 
may be suggested by the Ind.ustrial Development Bank of 
India shall have to be observed by you. You will also 
have to agree to reduce the repayment period of the loai 
or the number of instalments as and when suggested by 
the said financial institution. Hot withstanding the 
higher rate of 'interest mentioned above in case the 
CJorporation obtains refinance facility the rate^of 
interest mentioned above ^ in case the Corporation obtaii^ 



refinance facility the rate of interest chargeable 
shall be Birf> (eifehfe and one half per cent) per annum 
with a rebate of (One per cent) per annum if the 
instalments of principal and interest are paid on or 
before the due dates throughout the whole year, 

.6) That a simi of Rs. — - — only (Rupees — 

— — » legal fee and expenses Rs, ) 

will have to be paid by you to the Corporation on account 
of legal expenses and such other expenses lUie commit- 
ment levy travelling expenses of the officers and/or 
experts appointed by the Corporation for evaluation of 
the assets of the concern that may be incurred by the 
Corporation. The unspend amoimt, if any, shall either 
be returned to you or adjusted to your loan account. 

All the legal formalities’ as may be suggested by the 
Law Officer of the Corporation from time to time shall 
have to be observed by you. 
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APmmix j 

a-nd, Conditions o f the Loan ApDllcable to Pole ProT)rietarv 

Concerns 


1* Tliat all the assets to he nortaged to the Corpora- 
tion shall he insured for their full Talue, as r.ay he detenrlned 
hj’’ the Corporation at its discretion, during the currency of ' 
the loan against fire, riot, strike or other civil coim^otion and 
all such other risks or such of them as may he regarded appro- 
priate hy the Corporation, >7ith the Life Insurance Corporation 
of India and with any of the other Insurance Companies approved 
hy the Corporation (as per list ctirrently approved enclosed) in 
the joiht names of the Corporation and yourselves and the policy 
shall contain the usual mortgage clause aiKl the replacement value 
clause. As regards the existing insurance policies they should 
he assigned in favour of the Corporation. The percentage of 
Insurance in the Life Insurance Corporation of India and other 
approved Insurance Companies shall he, as follows 

(a) life Insurance Corporation of India .../ 

(h) Any of the approved Companies 

The Corporation shall have the right to amend the list 
of InsuraJM® Companies from time to time, idiich shall he binding 
on jou» All the policies as mentioned above will, have to be 
deposited with the Corporation* The policies shall' he kept alive 
,jaisd wsniwed on the dte dates | failing which the Corpo'ratidh may it 
Its disesretion keep aUve the policies at your cost. 
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2. That a swi ofRs* (Bupees 

legal fee & Rs, .expenses) will have to he paid hy 

you to the Corporation on account of legal expenses and such 
other expenses lil-’e commitment levy, travelling expenses of the 
^officers and/or experts appointed hy the Corporation for evalua- 
tion, of the assets of the concern that may he incurred hy the 
Corporation, The unspent amount, if any, shall either he return- 
ed to you or adjusted to your loan account. All the legal formal- 
ities as may he suggested hy the Law Officer of the Corporation 
from time to time shall have to he observed |jy you, 

3. The loan shall he utilised for the specific purpose 
for ^diich the same has heen sanctioned and shall he disbursed hy 
the Corporation after the completion of all legal formalities, in 
Itmp sum and/or in instalments depending upon the progress of 
implementation of the project at the sole discretion of the 
Corporation and may he refused if in the opinion of the Corpora- 
tion the purposes for which the loan has heen sanctioned are not 
properly carried out, 

4-. Ho portion of loan shall he kept in call, short- 
termi fixed or any other deposit with ai^ Bank without obtaining 
the previous approval of the Corporation. 

5. The amoimt of the loan shall he placed at the disposal 
of your Baiikers to he kept in a' separate account and the Bank 
sh«04 agree with the Corporation in writing not u> exercise its 
fineral 'lien' thereon# 
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You are reqiiested to give us at least 10 (ten) da^s 
prior notice of your intention to id.thdrav any part of tlie loan 
to enable us to inal’te necessary arrangements, 

6, (a) That the loan shall be availed of wiiliin Six 

(6) months of the date of sanction ad\’ice, cosirnitment levy 
€" i-% per annum will be charred thereafter upto a period of 3 
months and thereafter €■ 1^ per annum upto a period of 6 months. 

The Corporation, further at its discretion can extend the period, 
depending on the merits of each case, provided commitment levy 

* 

is paid at the rate that may be fixed by the Corporation. 

(b) That the entire loan will be withdrawn and scheme 
completed by the (date to be fixed by mutual agree- 

ment) otherwise commitment levy i'' per annum will be cnarged 
on the u^rawn portion of the loan until such time as the said 
amount may be availed of by the Borrower (s) who shall not have 
the right to defer the availing of the said amount from the 
Corporation for a period exceeding $ (six) months after the above 
date unless permitted by the Corporation. 

Cc) If the Borrower does not before the expiry of these 
six montlis avail of the amount not availed of, or if the scheme 
submitted by the Borrower becomes complete in any less amount 
than sanctioned I then the Corporation would have a right to 
reduce the amount sanctioned to such ^ amotint as has already been 
myi^ed of wltdiout proportdoaately reducing the amount of, annual 
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7* If the first instalment of the loan is not lifted 
mthin nine (9) months or such extended period as may he peraitted 
hy the Corporation, the Corporation shall have the rifht to 
cancel the loan sanctioned without any notice. 

^ 8. You should file a copy of the Import Licence duly 

certifier] (if applicable) or assure that the machinery proposed 
to he purchased and connected with the scheme for which the loan 
has been sanctionediisravailable within the country and that the 
same can le{Tally be mortgaged to the Corporation. 

9. Before the execution of the legal documents, the 
Corporation shall ensure that j- 

(a) Ihe assets offered as security have been evaluated 
by the experts that may be appointed by the Corporation at your 
expense and found of sufficient value according to the rules of 
the Corporation; 

(b) Your concern has obtained the necessary licence for 
the expansion and a coyy thereSf submitted to the Corporation 

(if applicable) * 

(c) You satisfy the Corporation that requisite quantity 
of power is available to run the scheme for which the loan has 
been sanctioned t 

(d) Income-tax, wealth- tax and sale»-tax clearance 
certificates in respect of the Proprietor and the? concern are 
reoeivedSi 
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(a) A satisfactory Tank Report on Proprietor and tihe 
concern is received. 

10* ruring the currency of the loan, you will not 
Great any further encumbrance on the assets mortgaged to the 
'Corporation, without previous consent in vjriting from? the Cor 
Corporation, 

11, That the Corporation will have the right to have 
your books of account inspected by an officer of the Corporation 

or by a nualified Auditor as also the right to have, when necessary, 
a technical investigation of the concern carried out by an experts 
approved by the Corporation. The cost of such inspections shall 

be borne by you. 

12, You will get the accounts audited by the Chartered 
Accountant every year during the currency of the loan and send 
the Balance Sheet and Profit & Loss Account every year to the 
Corporation. In case of your failure to do so the. Corporation 
will have a right to have your accounts audited at your expense 
by a Chartered Accountant appointed by it. 

13, That the concern shall furnish to the Corporation 

eoples of aooments In respect of existing charges or arrangements 

with Baiikers. 

ik* You will not undertake ary new si^ene other than 

■«» one(s) siamltted by jon to the Corporation in connection with 



the loan sanctioned to you and approved hy the Corporation, nor 
shall you undertalie the expansion of the present capacity of your 
iactory and. plant involving additional expenditure, without the 
prior approval, of the Corporation had and obtained in writing. 

That the provisions of the State Financial Corpora- 
tions Act, (Ho. LXIII of 1951 ) as amended uptodate, and the 

Public Moneys (Recovery of Rues Act, 1969) and the rules and 
orders made thereunder as inforce now or hereafter shall govern 
the loan transaction. 

16. That the Corporation shall not have any lien on 
stores and spares both present and future, goods in process, 
stock-in-trade, raw-materials, bills and finished and unfinished 
goods. You will be free to raise funds from Banks against 
pledges or hypothecations thereof* 

17 . A minimutn security margin of % shall be 

maintained during the whole of the currency of the loan. 

18. That the mortgage-deed or Reed of further charge 
will be in the prescribed form, which contains additional terms 
aM the conditions and the same are sthject to changes as may be 
deemed necessary by the Corporation. You may inspect a specimen 
of the above deeds at our office and will be deemed to have full 

notice of all provisions thereof* A copy -of the said draft can 
also be supplied by us at a cost of Bs< 9/- at your requests 



19* That your case will he referred to credit guaran- 
tee organisation of Rese3r/e Panic of Indiafor obtaining the 
guarantee facilities and you will have to comply with all the 
requirements of the said guarantee organisation. The guarantee 
commission would he payable at 1/10,^ per annum in the first 
instance on the sanctioned amount of the loan and thereafter on 
the amount outstanding at the beginning of each year. 

If guarantee is obtained the case will also be referred 
to the Industrial Developient Tank of India, Bombay, for obtain- 
ing the refinance facilities. All the formalities as may be 
suggested by Industrial Development Bank of Indiashall have to 
be observed by you. You i*rill also have to agree to reduce the 
repayment period of the loan or the number of instalments as and 
when suggested by the said financial institutions. The loan will 
not be linked to Bank Hate, if refinance facilities are obtained, 
Notwithstanding the higher rate of interest mentioned above in 
case ttie Corporation obtains refinance facility the rate of interest 
chargeable shall be per annum with a rebate of 

per annum if the instalments of principal and 
interest are paid on or before the toe dates throughout the whole 
year. 


20, You shall agree not to lend funds to any one nor 
invest the same in purchase of shtoes of any other concern, 
.during Itie crurrency of the loan, without the prior permission of 
the Corporation in writing# 
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21, You will have to tai?:e the prior perruiEsion of the 

•> T 

Corporation before appointinp: any Selling Agents on such terms 
and conditions as may be approved I'y the Corporation, 

22, You shall agree not to let out or gi'^^'e on lease 
,or Licence whole or any portion of your land and/or building 
and/or machinery to any one, without the prior written permission 
of the Corporation, 

23 , The Corporation reserves the right to display 
signboard to the effect that all machinery, land, and buildings 
are mortgaged to the Corporation by way of security for the repay- 
ment of the loan, 

24, You shall agree not to undertake any trading 
activity during the currency of the loan, without the prior 
permission of the Corporation obtained in writing, 

25, That you give us an undertaking in the form 
enclosed that you will procure funds to meet overruns/short fall, 
if any, in financing the capital cost of the project and/or 
working capital. 
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APEEIOIX K 

Terms and Conditions of the Loan Applicable to PartnershlT) i'lrms 


1* That all the assets to he iiiort£;aged to the Corpora- 
tion shall be instired for their full value, as may be 'determined 
by the Corporation at its discretion, during the currency of the 
loan against fire, riot, strike or other civil comr'otion and all 
such other risks or such of them as may be regarded appropriate 
by the Corporation, with the Life Insurance Corporation of India 
and. with any of the other Insurance Comi^nies approved by the 
Corporation (as per enclosed list approved at present enclosed) 
in the names of the Corporation and yourselves the policy 

shall contain the usual mortgage clause and. the replacement vali© 
clause* As regards the existing insurance policies, they should 
be assigned in favour of the Corporation* The percentage of 
Insurance in the Life Insurance Corporation of India and other 
approved Insurance Companies shall be, as follows 

(a) Life Insurance Corporation of Ii^ia •**•«**•*• % 

(b) Any of the approved Companies •**,*•»♦**.**.*• % 

The Corporation shall have the right to amend the list 
of Insuraiwse Companies from time to time, which shall be binding 
on you* AH the policies as mentioned above will have to be 
depoelted wd13b. the Corporation* The pcd-icles shall be kept ali“^o 
'and renewed on to due dates, falling iteloh to Corporation may 
Hi iti discretion keep 'alive to policies at 'your, cost. 
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2 , The loan shall he utilised for the specific purpose 
for which the same has been sanctioned and shall he disbursed by 
the Corporation, after the completion of all leral formalities 

in lump sum and/or in instalments depending upon the progress of 
implementation of the project at the sole discretion of the 

% 

Corporation and may be refused if in the opinion of the Corpora- 
tion the purposes for which the loan has been sanctioned are not 
properly carried out, 

3 , That a sum ofEs (Rupees 

legal fee & Rs. expenses) will have to be paid 

by you to the Corporation on account of legal expenses and such 
other expenses like comi'iitment levy, travelling expenses of the 
officers and/or experts appointed by the Corporation for evalua- 
tion of the assets of the concern that may be incurred by the 
Corporation, The unspent amount, if any, shall either be returned 
to you or adjusted to your loan account. All the legal foimiali- 
ties as may be suggested by the Law Officer of the Corporation 
from time to time shall have to be observed by you. 

4, No portion of loan shall be kept in call, short- 
term, fixed or any other deposit with any Bank without obtaining 
the previous approval of the Corporation. 

The amount of the loan shall be jO-aced at the 
disposal of your Bankers to be kept in a separate account and the 
shoiQil a^ree wllh the Co^rstlon m vrlting not to exerqise 
its general Hen Ihereon^ 
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"Xou are requested to glTe us at least 10 (ten) days 
prior notice of your intention to withdraw any part of the loan 
to enable us to make necessary arrangements. 

6. (a) That the loan shall be aTalled of within 

'Dix (6) months of the date of sanction advice, comanitment levy 
f per annum \i±H be charged thereafter upto a period of 3 
months and thereafter C ^f per annum upto a period of 6 months* 

The Corporation, further at its discretion can esjtend the period, 
depending on the merits of each case, provided coiTanitment levy 
is paid at the rate that may be fixed by the Corporation* 

(b) That the entire loan will be withdrawn and scheme 

completed by the (date to be fixed by mutual 

agreement) otherwise commitinent levy per annum will be 

charged on the undrawn portion of the loan lentil such time as the 
said amount may be availed of by the Borrower(s) who shall not 
have the right to defer the availing of the said amount from the 
Corporation for a period exceeding 6 (six) months after the above 
date unlless permitted by the Corporation* 

(c) If the Borrower does not before the expiry of these 
six months avail of the amount not availed of, or if the scheme 
submitted by the Borrower becomes complete in any less amount 
than sanctioned, then the Corporation would have a right to reduce 
the amount ssnctioniri. to such amount as has already been availed 
jsf wttiiottt |iropi©rtic®ate2y X'educing the amount of annual instal- 

Biwt @f ' psriaclpal* 
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7« If the first instalment of the loan is not lifted 
within nine (9) months or such extended period as may be permitted 
by the Oorpo ration, the Corporation shall haTe the right to 
cancel the loon sanctioned without any notice* 

^ 8. Yon should file a copy of the Import Licence duly 

certified (if applicable) or assure that the machinery proposed 
to I'e purchased and connected with the scheme for ^^rhich the loan 
has been sanctioned is available within the country and that the 
same can legally be mortgaged to the Corporation* 

9. Before the execution of the legal, documents, the 
Corporation shall ensure that 

(a) The assets offered as security hM been evalxiated 
by the experts that may be appointed by the Corporation at your 
expense and found of sufficient value according to the rules of 
the Corporation; 

(b) Your concern is registered under the Industries 
(Development & Regulations) Act, 1951 (if applicable) and a 
certified, copy of the said licence is submitted to the 
Corporation; 

' (c) Your concern has obtained the necessaiy licence for 

the expansion and a copy thereof is stODiaitted to the Corporation 
(if appUcable); 

Cd) You satisfy Ihe Conwratlon that requisite quantity 
’of p0ii«!r iM awllabl# to rtm th# sdheme for idtich 'the loan has- 
hes smetloiiod i ■ 
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(e) You file IncoiaG-tax, wealth-ta3j; and sales-tax, 
clearance certificates in respect of the Partners and the concern; 

(f) A satiE.factoi*y Fank Eeport on Proprietor and the 
concern is received; 

"9 

10. That the partnership firm shall he registered with 
the Registrar of Firms and the partnership deed in original and 
the certificate of registration in original (which may he returned 
if a certified coxy of the same is supplied to us) shall he 
furnished to the Corporation. 

11. That 1he Corporation will, have the right to have 
jovtr hooks of account inspected by an officer of the Corporation 

or hy a qualified Auditor as also the right to have, when necessary, 
a technical investigation of the concern carried out hy an 
expert(s) approved hy the Corporation. The costof such inspect- 
ions shall he home hy you* 

12. You will get the accounts audited hy a Chartered 
Accountant eveiy year during the currency of the loan and send 
the Balance Sheet and Profit & Loss Account every year to the 
Corporation. In case of failure, the Corporation will have a 
right to have your accounts audited hy a Chartered Accountant of 
its own choice. All such expenses shall he home hy you. 

13. That the concern shall ftErnish to the Corporation 
hopies dooi»at« in respect of fed-sting charges or arrangements 
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1^. You will not Tmd.ertalie any new scheme other than 
the one(s) submitted by you to the Corporation in connection with 
the loan sanctioned to you and approved by the Corporation, nor 
shall you undertalce the expansion of the present capacity of your 
factory and plant iiwolving additional expenditure, without the 
prior approval of the Corporation had and obtained in ’writing. 

1^. That the partners will bind themselves not to 
dissolve the partnership during the currency of the loan. 

16. That the partners will bind themselves not to with- 
draw any amount from the divisible profits in any year unless full 
provision has been made for repayment of the total amount which 
may become due to the Corporation, by way of repayment of the 
Principal and payment of Interest upto the end of tiiat year 

17* That the remuneration of the partners will, not be 
Increased during the currency of the loan without the prior 
approval of the Corporation obtained in writing. 

18. luring the period, the loan from the Corporation 
is outstanding, you will not create any further encumbrance on 
the assets mortgaged to the Corporation without previous consent 
in writing from the Corporation. 

19# That the provisions of the State Financial Corpora- 
tloiMS Mtf 1951 CHo, mil of 1951) a® amended uptodate, and the 
Wblio Bfeseys (Eecovefy'Of.Bises ) Act, 1965 md the rule#, sM 
hfderi' »syd® thereunder a# inforee mw €»r hereafter shall govern 

the ar»m 
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20, That the mortgage deed or Deed of farther charge 
will he in the prescribed form, which contains additional terms 
and. the conditions and the same are subject to changes ns may be 
deoiled necessary by the Corporation. You may inspect a specimen 
of the above deeds at oiir office and will be deemed to have full 
notice of all provisions thereof. A copy of the said' draft can 
also be supplied by us at a cost of Rs. 5/- at your request. 

21, During the currency of the loan, all your partners 
shall agree not to dissolve and/or reconstitute and/or make any 
alterations or changes in the terms, in any way to the existing 
partnership deed without the prior permiEsion of the Corporation, 

22, That your case will be referred to credit guaran- 
tee organisation of Reserve Bank of India for obtaining the 
guarantee facilities and you will have to comply with all the 
requirements of the said guarantee organisation. The guarantee 
comrdssion would be payable at 1/10^ per annum in the first instance 
on the sanctioned amount of the loan and thereafter on the amount 
outstanding at the beginning of each year. 

If guarantee is obtained the case will also be referred 
to ttie Industrial Development Bank of India, Bombay, for obtain- 
ing the refinance facilities. All the formalities as may be 
suggested by Industid^ Development Bank of India shall, have to 
be obserred by you. You will also have to agree to reduce the 
, j pp^y ment peyiod of ihe loan or the nmlber of instalments as and 
when suggested by the said financial institution®. The loan will 
iKst be l*^^**^^ to B&k if refinance facilities are obtained. 



29 ^- 


case the Corporation obtains refinance facility, the rate of 
interest chargeable shall be , per annnm with a rebate 

Psr anni® if the instalments of principal and 
interest are paid on or before the due dates throughout the whole 
year. 

23* That the Corporation xirill reserve a right to 
appoint its nominee on the Board, of Kanagement of the concern | 
that you T^jill have to constitute, as and. when desired by the 
Corporation. The Corporation shall, also hare a right to call the 
meetings of the said. Foard as and when necessary. 

24, You shall agree not to lend funds to any one nor 
Im^'est the same in purchase of shares of any other concern, during 
the currency of the loan, without the prior permission of the 
Corporation in writing. 

25, That you will have to talse the prior permission of 
the Corporation before appointing any Selling Agents on such terms 
ar^ conditions as may be approved by the Corporation. 

26, That you shall agree not to let out or give on 
leas® or licence ^ole or any portion of your land and/or building 
and/or machinery to any one, without the prior , written permission 
of the Corporation* 

27* That tb® Corporation reserves the right to display _ 
iigiflaoaM to effect @11 rnsjmmtft 3.a®d and buildings ' 
are mortgaged to the Corporation by way of security for the repay- 
ment of tisi loan* 



case the Corporation obtains refinance facilitjr, the rate of ^ 
interest chargeable shall be per annnm with a rebate 

Psr anmaB if the instalments of principal and 
interest are paid on or before the due dates thronghout the whole 
year, 

♦ 

23. That the Corporation icill reserve a right to 
appoint its nominee on the loard of Kanagement of the concern; 
that you ■vjill have to constitute, as and. when desired by the 
Corporation. The Corporation shal .1 also have a right to call the 
meetings of the said EoaM as and when necessary* 

2 h, You shall agree not to lend fnnds to any one nor 
invest the same in purchase of shares of any other concern, during 
the currency of the loan, without the prior permission of the 
Corporation in writing. 

That you will have to taiie the prior permission of 
the Corporation before appointing any Selling Agents on such terms 
and conditions as may be approved by the Corporation. 

26. That you shall agree not to let out or give on 
lease or licence #iole or any portion of your land and/or building 
and/or sachinery to any one, without the prior , written permission 
of the Corporation. 

27.. That 'the Corporation reserves the right to display^ 
«igi&oaJ« to the effect thet all land and build ^ngs * ' 

are mortgaged to the Corporation by ws^ of security for the repay- 


ment of the 
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28. That you shall agree not to undertalce any tiadlng 
activity, during the currency of the loan without the prior permi- 
ssion of the Corporation obtained in v/riting. 

29, That the Corporation shal] not have any lien on 
stores and spares both present and future, goods in process, 
stoch-in-trade, raw-materials, hills and finished and unfinished, 
goods, lou vri.ll be free to raise funds from Banks against pledges 
or hypothecations thereof. 

30. A minimum security margin of ' t shall be 
maintained during the whole of the currency of the loan. 

31, That you give us an undextal^ing in the form enclosed 
that you will procure funds to meet over-runs/shortfall, if any, 

in financing the capital cost of the project and/or working 

capital. 
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APPENDIX L 

X gJUS and Gonclltions o f the Loan for Companies and Co->0'Derative 

Societies 


1 • That all the assets mortfaped to the Corporation 
and also those to he created with the loan shall have to he 
fot insured with an Insurance Company} out of the list of 
Insurance Companies (enclosed) for an amount fixed hy the Corpo- 
ration and the policy shall be in the 3oint names of the Uttar 
Pradesh Financial Corporation and the firm with the usual Bank 
Clause and also the replacement value clause# The Borrowers shall 
also keep alive the policy until such time as the loan together 
with interest thereon has been completely repaid to the Corpora- 
tion. In case of failure of above, the Corporation shall keep 
alive the policy at the cost of the concern. 

2* That a simi of Rs (Rupees — 

— — «*) only will have to be paid by the Company to the 
Corporation on account of legal expenses and will have to observe 
all legal formalities, as suggested by the Law Officer of the 
Corporaticm. 

3, That the loan will be disbursed by jaacing the 
ajaount wtoleh would not be more than ^0^ of the security, or $ 0 % 

#f tl» loan lAldfcwrer 1® less, at tti® disposal of the 

bsnkewi, -to bt-'ktFt- S* ®#i»rat« account and the Bai* 
tfeould a«i«e with tJio Oorpomtion in writing not to exercise 
taieir -further disbursement a 
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of 50/-’ will tQ retained at each stage of dishursement. 

That the loan will he released only after the 
l;anaging lirector has satisfied himself that the Company has 
obtained the necessary licence for import of the maehiner (if 
anj) or that they are avaiD.able in India and that the same can 
legally be mortgaged to the Corporation. 

That if even the first instalment of 1116 loan is 
not availed of within nine months of the date of sanction, the 
sanction will he cancelled, 

6. <a) That the loan shall be availed of within six 

(6) months of Ihe date of sanction advice; commitment levy 
f per annim will be charged thereafter upto a period of 3 
months and thereafter €'1^ per annism upto a period of 6 months. 

The Corporation, further at its discretion can extend the period, 
depending on the merits of each case, provided commitment levy is 
paid at the rate that may be fixed by the Corporation, 

(b) That the entire loan will be with drawn and scheme 
completed hy the Borrower/Company by the . . , , . (date to be f ixe< 
by mutual agreement) otherwise commitment levy ^ 1/v per annum 
will be charged on the undrawn portion of the loan until such 
time, as the said amount may be availed of by the Company/Borroww 
©rs who shall not have the ri^t to -defer the aTailin® of the 
said amoitot fvm the Corporation for a period exceeding six month* 
after ^ «ft>crve date by the Corporation, 
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(c) If the Company/Eorrowers does AOt before the , 
expiry of these six months avail of the amount not availed of, 
or if the scheme submitted by the Borrower/Company becomes 
complete in any less amount than sanctioned, then the Corporation 
^70uld have a right to reduce the amount sanctioned to such amount 
as has already been availed of without proportionately reducing 
the amount of annual instalment of principal. 


7* That the loan would be released only after 

(a) the assets offered as security had been got evalua- 
ted by the Corporation at Company’s expense and 
found them of sufficient value; 

(b) when the concern is registered under the indus- 
tries (Development & EeguLation) Act, 1951 

(if applicable) and a cojsy of the certificate 
issued by the Government of India to this 
effect is submitted to the Corporation; 

(c) when the concern has obtained the necessary 
licence for expansion and a copy thereof isb 
submitted to the Corporation. 

(d) when the concern has satisfied the Corporation 
that requisite quantity of Power is available; 
aM 

(e) the receipt of satisfactory Bank Eeports on the 
concern as well as the Directors. 


8# That a ncmiinee of the Corporation will have to be 
appointed as a Director on the Board of Directors of the 

Coapaif# 
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9« That the CoiJipany shall not, without the prior 
permission of the Corporation obtained, in wri'^ing, invest its 
funds by way of deposits, loans, share capital or otherv/ise in 
any other concern (including its subsidiaries or holding Company) 
so long as any money Is due from it to the Corporation, provided 
’!however, that nothing herein contained shall be construed to 
restrict or limit the right of the Company to deposit temporarily 
such fui^s as may be necessary with parties who mav insist on 
ouch deposits as. a condition of the transaction by them of normal 
businesc \cLth the Company. 

10. That the Company/Society shall not undertalce any 
new scheme other than the one(s) submitted by it to the Corpora- 
tion in connection with the loanis) sanctioned to it, and approved 
by "thd Corpcration, without the prior approval of the Corpora- 
tion had and obtained in writing. 

11* That until the Corporation’s loan, together with 
interest thereon, hai not been fully paid back, the Company would 
be entitled to declare dividend, in any year, at not more than 
6 % per annum (Tax-free) and that, too, only after making adequate 
provision for payment of all the amounts, may become due to 

tlie Corporation by the end of that year, whether in respect of 
the instalment of principal and the payment of Interest due in 
the same year or in 'respect of any an^ars of past years, but if 
the Ciwpa^ fails imdir Section t© ICf of the Indian lae^- 
* tax A§t| •can deoli## divide uiader the ter»i of that Act. 
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vrtll not be^ohaT^! Managing Agency Agreement 

cnanged Td.tlio«f f>,o „ 

case there ar^ m oncmrence of the Corporation. 

"^e are Managing Agents), 

he increased during J'^anaging Agents 

ara Managing Agents). ’ ' " 

"'**■ Oonpany will sena a certif-in^i 

-- Anna. Aecoants erery year as soon as J a" , 

P--0 by «.e Birectors along with tizeir reports. 

15 . lhat tte eonpany will have to siitanlt a cer+ir^ ^ 
copy of the resolufinr, r, certified 

ation duly Signed hy the Chairman under ’ the 
comnon seal of the ^n«r^.,v, ^ 

raise « i f ^ Company is authorised to 

rom the Uttar Pradesh Financial Corporation, Kanpur. 

vlth the Registrar of Companies pursnant to Sections 125 to 1,0 

Of the Companies Act, 10^6 n-i n 

j.- y, t 1 days of the execution of 

the Mortgage Deed. 

17 . That toe party will have to snbmlt a certified 
copy of toe reeclntlcn dnly signed by toe Chal««an nnder toe 
eoomon eeal of toe Company that Sarvsrl 

are autoort»«j to go into legal foi^Utles and to erelte'the 
Kortgag. on behalf of to. Com^ m „nnn.otion with toe loan*' 
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18. That dTiring the period the loan from the Corpora- 

1 

tion is outstanding, the Company shall not create any further 
encumbrances on the assets mortgaged to the Corporation without 
the previous consent in writing of the Corporation. 

» 19* That the Corporation will have the right to have 

the Company’s fatetory and hooks of account inspected by an Officer 
of the Corporation or a qualified Auditor as also the right to 
have, when necessary, a technical investigation of the Company 
carried out by an expert approved by the Corporation. The cost 
of such inspections will be borne by theCSompany/Society. 

20* That the Company/Cociety shall of its own accord , 
make such alteralions and additions to Articles of Associa- 
tion as are necessary to make them conferm to the terms and 
coiKiitlons of the loan. The Company shall, in addition , also 
carry out, whenever called upon by the Corporation to d© so, such 
further alterations and additions to its Articles of Association 
as may be deemed necessary in the ppinion of the Corporation to 
safeguard its interest. 

21. That the Company/Society shall furnish to the 
Corporation copies of docments in respect of existing charges 
or aiTiag«a«nts with Bankers. 

22# That the Directors bM the Managing Agents of the 
Cc«pany not be at Mbertgr to dispose of their share hol4in| 

*tn the Gmpim p«^ ■i^^?crv8a -of 'the ■Corparat4,«* • 
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IS. That during the period the loan from the Corpora- 
tion is oiits tending, the Company shall not create any further 
encimibrances on the assets mortgaged to the Corporation "VTithout 
the previous consent in writing of the Corporation. 

, 19* That the Corporation will have the right to have 

Ik 

the Company’s factory and hooks of accotmt inspected hy an Officer 
of the Corporation or a qualified Auditor as also the right to 
have, when necessary, a technical investigation of the Company 
carried out hy an expert approved hy the Corporation. The cost 
of such inspections will he borne hy theCSompany/Soelety, 

20. That the Company/Cociety shall of its own accord , 
make such alterations and additions to Its A.rticies of Associa- 
tion as are necessary to make them conform to the terms azid 
conditions of the loan. The Company shall, in addition , also 
carry out, whenever called upon hy the Co 2 T>oration to do so, such, 
further alterations and additions to its Articles of Association 
as may he deemed necessary in the ppinion of the Corporation to 
safeguard its interest. 

21. That the Company/Society shall furnish to the 
Corporation copies of documents in respect of existing charges 
or arrangements with Bankers. 

22# That the Directors and the Managing Agents of the 
Company shall not he at Hherty to dispose of their share holding^ 
in the Company 'wliaacmt 'the prior apprcwal Of 'the 'Corpomtilon. • 
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n-acie thereTincier as Inforee now o-,. ^ 

transaction. ' ereafter shall govern this 
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